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Homan rights 

Trials threaten 
Balkan peace 
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Global warming 

Mysterious role of 
tropical rainfall 

Technology, Page 14 



Defence industry 

Europe confronts 
its nightmare 
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‘For all of us, there is a growing pressure 
Id expand in emerging markets’ 


Part eleven: in tomorrow's FT 


WORLD MEWS 

Diplomats seek 
to end UN 
dispute over 
Iraqi weapons 

Tensions between Iraq and the 
United Nations eased slightly as 
a diplomatic mission headed for 
Baghdad to seek the resumption 
of UN weapons inspections. Iraq 
again refused to allow US experts 
into a missile site. Meanwhile, 
the US was sending extra aircraft 
to reinforce the "no-fly" zone 
over northern Iraq. Page 7 

EU defends hor m on e ban 

The European Union will defend 
its ban on imports of hormone- 
treated beef from the US and 
Canada at a World Trade Organi- 
sation appeal, hoping to overturn 
a WTO r uling that the ban broke 
world trade rules. Page 3 

President Kim’s son freed 

Kim Hyttn-chul, son of South 
Korea’s president, was bailed 
from prison only three weeks 
after being convicted of bribery 
and tax evasion. Page 6 

Priest barred from pulpit 

Poland’s Roman Catholic authori- 
ties banned Gdansk priest Hen- 
ryk Jankowski from giving ser- 
mons for a year after he made 
anti-Semitic remarks. 

Baron da RothseMkf das 

Baron Edmond de Rothschild, 
head of the Swiss branch of the 
legendary h anking family, died in 
Geneva aged 73. Page 20 

Belgian tax fraud proba 

Damien Wigny, 55, chief execu- 
tive officer of Kredietbank Lux- 
embourgeoise, was arrested in 
Belgium and charged with tax 
fraud. Page 3 

Vietnam swept by typhoon 

More than 200 fishing boats were 
sunk and hundreds more missing 
as a storm lashed Vietnam’s 
southern coast 

Teachers resume talks - 

Canada's Ontario government 
resumed talks aimed at ending a 
teachers' dispute that has kept 
2.1m pupils out of classrooms far 
a week. 

Union membership fells 

Under 20 per cent of workers now 
belong to a union in 48 of the 92 
countries studied by the Interna- 
tional Labour Office. US member- 
ship fell by 21.1 per cent from 
1985 to 1995. Revival, Page 6 

Secret sendee man charged 

A British secret service agent 
was accused under the Official 
Secrets Act of going ahead with 
plans to write a book despite 
injunctions against its publica- 
tion. Richard Tomlinson, 34, was 
remanded in custody. 

New Zealand premier quits 

New Zealand prime minister Jim 
Bolger stepped down after pres- 
sure from colleagues worried at 
his low poll ratings. Cabinet min- 
ister Jenny Shipley is expected to 
become prime minister. Page 6; 
Observer, Page 17 

Fortune favours Dublin 

Dublin beads Fortune magazine’s 
1997 international list of Most 
Improved Cities for Business. 

Thai PM to resign 

Embattled Thai premier Chavalit 
Yongchaiyudh said he would 
resign this week after U months 
during which Thailand slipped 
into a financial crisis that spread 
through Asia and beyond. 

Page 18 
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Guinness and 
GrandlHet set 
to tie the knot 
by Christmas 

Guinness and GrandMet’s rashp 
merger to form the world's big- 
gest drinks business looks sat to 
be completed by Christ mas - 
with a seasonal bonus of an extra 
£400m for shareholders. Page 19 

Levi Strauss, world's biggest 
apparel maker, is shedding one in 
three of its manufacturing work- 
ers in North America. Page 18 

Gazprom, Russia’s largest 
company, is to sign a $3bn loan - 
its first big international borrow- 
ing since a $L2bn bridge loan last 
summer. Page 19 

US Airways has confirmed its 
order for up to 400 Airbuses - the 
biggest order Airbus has won and 
a significant victory for the Euro- 
pean consortium in the Boeing- 
dominated US market Page 8 

Finland's government 
announced partial privatisation 
of state telecoms company Tele- 
com Finland, in o ne of Helsinki’s 
biggest sell-ofls. Page 3 

Rughafen Mfian, operator of 
Vienna’s main airport, has won a 
Sch3.8bn (5305m) contract to dou- 
ble Istanbul airport's capacity by 
building and running a new 
international terminal. Page 8 

Astra, Swedish pharmaceuticals 
group, reported a 13 per cent 
increase in third-quarter profits 
as improved US sales of its anti- 
ulcer drug Losec offset slower 
growth in Europe. Page 22 

Virgin Megastores and HMV, 

two of the UK’s largest music 
and video retailers, have delayed, 
plans for internet record stores 
until next year. Page 9 

farmers domestic telecoms 
network will be open to competi- 
tion by January 1999, but inves- 
tors will have to build their own 
infrastructure. Page 7 

finning is to end production of 
the MD-80 and MD-90 aircraft 
made by - McDonnell Douglas, 
which it took over earlier this 
year. Page 19 

Indonesia cut trade tariffs and 
opened up its distribution and 
wholesale sector to foreign inves- 
tors as part of a package agreed 
with the IMF. Page 6 

Aiio, the Gulf region’s biggest 
insurance group, is going public 
through the $29Qm sale of 5(15 per 
o«nt by controlling shareholders 
Kuwait, the United Arab Emm 
ates and. Libya, page 19 

Now Com, South Korean 
department store chain which is 
the country’s 25th biggest busi- 
ness group, is expected to file for 
bankruptcy protection after 
defaulting on loans of Won&8bn 
($73m). Page 19; Lex, Page 18 

Brazilian shares rebounded mi 
hopes that the turmoil in finan- 
cial markets is hugely over and 
pressure for a devaluation of the 
Real has eased. Page 5 

China Light and P ower, Hong 
Kong’s main electricity supplier, 
saw a 19.4 per cent rise in group 
earnings to HK$s.77bn (US$746m) 
in the year to October. Page 24 

America's economy grew for the 
78th consecutive month In Octo- 
ber, said the US National Associ- 
ation of Purchasing Management 
Page 5 


STOCK BURKET DDtCSS 
Haw Yule taneWfin* 

Dow Jones tod t* 7K&20 

NflSDW Gonpoetto — .1021^4 

Europe and Fir Esst 

CAC40 .... 

MX 3854.07 

Fra 100 _.«06.4 

WM - <*•"* 

us u Htcimm rates 

Federal Funds . — — 

3-mtfi Toss Sis VM _ — £223% 

uny 6oad — 102% 

ft* ......... MW* 

OTWn RATES 

UK 3- ran Mmuk 7i% 

(Ob 10 yt SB . 104875 

Franca: 10 yr DAT SM3 

denanr 10 n Smfl 

: lOyr JG8 1«£7 


(+160. tZ) 
1+27.63} 

MMI 

1+127 sq 
{+641} 


QOU> 

RwrYoricCena 


MOUTH SEA Ott. (Arson) 

rw* Deled S 1 B 45 


lonflac 

—S313.8 

-S313.15 

EXCHAKOE RATES 

Mtar - 

few r«fc ftrrtWw 

1.877 

DM — 

.1.73335 

FFr ! — 

.S.807BS 

.1.40005 


121.16 

UmtoK 

1877 

pu 

1.7362 



S ft . — 

..1.4152 

Y — 

Tofts dond 


Safa* 

m 

2.91 15 


0115} 

C31Z5S) 


P-WS9J- 

p.7211) 

&756) 

(1-39641 

02027) 

Y 

(£8362) 


^ THE FINANCIAL TIMES LIMITED 1997 No.33,439 
London • Lae* * Parts ■ Rimktert • Stockholm ■ Madrid • Now 1M 
ios Angatos ■ Tokyo • Hong Kona 



International 5-10 Europe 2-4 Technology 14 Aits 15 Letters 16 Companies 20-26 Currencies 29 Bonds 28 World Equities 34-40 



TUESDAY NOVEMBER 4 1 997 


Little hope of quick end to French blockade ■ Italian hauliers threaten stoppage 


Truck drivers 
and owners 
persuaded to 
resume talks 


By Robert Graham in Paris 

Talks are due to resume today 
between striking French truck 
drivers and haulage company 
owners after government pres- 
sure to end a confrontation that 
threatens to damage the economy 
and antagonise France’s , neigh- 
bours. 

But the tensions between 
onions and employers, still raw 

f rom a stmUnr tr ial of str wig th 3 

year ago, gave little hope of a 
quick end to the nationwide 
blockade that drive rs set up on 
Sunday ni ght 

In a move that could further 
disrupt goods flow in Europe, 
Italian haulage companies threat- 
ened a week-long stoppage from 
Sunday. Owners of small and 
medium-sized trucking com- 
panies are set to halt their heavy 
vehicles in protest at what they 
said was the Italian government’s 


unw illingness to improve condi- 
tions for the haulage business. 

The French strike began with 
greater immediate effect than 
last year’s. The French national 
road information service said last 
night that 140 “filter” barrages 
had been set up and five full 
blockades at strategic points 
throughout the country. In the 
1996 strike, it took a week to 
reach such a level of stran- 
gulation. 

The most heavily picketed area 
was northern France, Including 
the zone around the port of Cal- 
ais, which handles France's 
freight traffic with northern 
Europe. 

In spite of requests from the 
European Commission and the 
British and Spanish govern- 
ments, whose haulage companies 
and freight are most affected, the 
Jospin government held back 
from clearing “safe corridors”. 



Le picnic: Spanish truckers halted by a blockade at a French toll station lunch at the roadside pun ***** 


instead the authorities responded 
with selected police action 
designed to avoid provocation. 

On Sunday night, a barricade 
was removed on the Spanish 
Basque frontier. Yesterday morn- 
ing, one was removed on the 
frontier with Germany at Stras- 
bourg. 

In Spain, farmers' leaders 
warned of potential losses of 
$20m a day in fruit and vegetable 
exports. Some organisations in 
the hard-hit Valencia region 
called for a boycott of French 
products in retaliation. 

Hundreds of truckloads of 
Spanish produce were caught In 
the early hours of the strike yes- 


terday although the main border 
crossings, which the country 
relies on for the bulk of its 
freight to and from the rest of the 
EU, r emain ed open. 

British police in the main 
English Channel port of Dover 
reported a reduction of nearly 50 
per cent in its normal daily 
freight traffic yesterday, with 
many operators keeping drivers 
at home or opting for alternative 
routes to continental Europe. 

Marc Blonde], head of Force 
Ouvri&re, which represents the 
second-largest number of French 
drivers, warned the government 
to avoid “provocation”. 

Jean-Claude Gayssot, French 


transport minister, yesterday met 
Unostra, the federation of small 
hauliers, and the UFT, the main 
haulage companies within the 
biggest federation, FNTR. The 
latter two had walked out of 
talks on Saturday, while Unostra 
had signed a deal granting an 
i mm ediate 5 per cent pay rise 
with four of the main unions. 

Additional reporting by David 
White m Madrid. James BUtz m 
Rome and Jimmy Bums in Doner 

Stoppage reports. Page 2 
Anti-blockade measures. Page 9 
Editorial Comment, Page 17 
Lex. Page 18 
Markets, Page 40 


UK ‘will use EU 
presidency to back 
single currency’ 


By RobertPeetonJn London .... 

The UK government said 
yesterday that it would use its 
position as European Union pres- 
ident in the first half of next year 
to “ensure that those countries 
who wish to farm a single cur- 
rency can get off to the best pos- 
sible start". 

In an attempt to allay concerns 
in other EU countries about the 
UK’s commitment to European 
economic and monetary union, 
Robin Cook, foreign secretary, 
said the UK wanted it “to be a 
success”. 

His statement followed last 
week’s announcement by Gordon 
Brown, the chancellor of the 
exchequer, that the UK would 
not join Emu at the 1999 launch 
but wanted to do so later - 
although probably not before the 
general election, due by the 
spring of 2002. 

The plan was to be ready for 
membership “early in the life of 
the next parliament”, said Mr 
Cook, who is normally regarded 
as being an the wing of the gov- 
ernment more hostile to Emu. 

Li a signal of the UK’s commit- 
ment to prepare for membership, 
Eddie George, Bank of England 
governor, speaking in Frankfurt, 
said: “In monetary and ficrai pol- 
icy fields we win be pursuing a 
parallel track to the Euro-land 
countries.” 

Mr Cook was announcing the 
agenda for the British presi- 
dency, whose overriding theme 
would be “giving Europe back to 
the people”. His speech, to the 
Institute for European Affairs in 
Dublin, paves the way far the for- 


Inside 


COMMENT & ANALYSIS 


mal launch of- the presidency by 
Tony Blair, prime minister, in 
December. 

Like several EU governments 
before, the UK has decided to 
make a priority of tackling the 
perception that the “EU seems to 
spend too much of its time dis- 
cussing things that do not touch 
the people’s lives, abstractions 
and institutions, rather than a 
concrete agenda". 

Mr Cook identified three issues 
“of paramount concern to the 
people of Europe". These were 
“keeping and finding a job”, 
crime and the environment 

The UK would also be pressing 
for an EU code of conduct on 
arms exports to prevent other 
European countries obtaining 
contracts from countries rejected 
by the UK as unfit on human 
rights grounds for the purchase 
of military equipment 

On the issue of enlarging the 
EU, Mr Cook proposed a confer- 
ence where applicants for mem- 
bership would participate, irre- 
spective of whether they were 
ready to join in the short term. 
This would show “we already 
regard the applicants as partners 
and members of the European 

ftrniiy 

The UK wants to shift the EXJ*s 
employment agenda away from 
staff rights and corporate regula- 
tion through the social chapter. 
It wants the focus on the encour- 
agement of education, entrepre- 
neurship, equal opportunities 
and creating so-called flexibility 
so that companies can “adapt to 
a fast-changing market”. 


Hashimoto appeals for calm as 
Sanyo Securities goes bankrupt 


By Bethan Hutton in Tokyo 

Ryutaro Hashimoto, the Japan- 
ese prime minister, yesterday 
urged the ministry of finance to 
maintain mUw m the markets 
after Sanyo Securities became' 
the first Japanese brokerage in 
postwar history to file for bank- 
ruptcy. 

The broker filed for protection 
from creditors yesterday with 
debts of Y373.6bn ($3bn) and 
excess liabilities estimated at 
Y76bn. It wil] stop accepting new 
business and start closing out 
market positions today. 

The tap management at Sanyo 
is also likely to resign this week. 
Takas hi Dcenchl. the company 
president, and Shiro Urashima, 
the chairman, bowed in apology 
at a news confemice held at the 
Tokyo stock exchange yesterday. 


Sanyo’s position became untena- 
ble late on Friday after nine of 
its main creditors, led by Nippon 
Life Insurance and Dai-Ichi 
Mutual Life Insurance, refused 
to roll ova- loans totalling Y20bn 
dne to expire on October 31 1998. 

The move meant the subordi- 
nated loans became classified as 
short-term debt, and conld no 
longer be counted towards San- 
yo's capital, pushing its capital 
adequacy ratio below the danger 
level or 120 per cent 

Japan’s ministry of finance has 
said repeatedly that weaker 
financial institutions should be 
allowed to fail for deregulation 
and the introduction of greater 
competition to be effective. 

But Sanyo is to be given a final 
chance to restructure itself 
under court protection, and the 
ministry has been pushing 


Sanyo's creditors and main 
shareholders to s u pport it during 
re stru c turi ng. Customers would 
be fully protected, the ministry 
said. 

The ministry added yesterday 
that Sanyo’s difficulties were a 
“special case” as they resulted 
not from core operations but 
from the heavy debt burden 
taken on with the Y80bn bailout 
three years ago of several affili- 
ated companies, chief among 
them a non-bank lender, Sanyo 
General Capital. 

At the time. Sanyo Securities 
arranged a restructuring pack- 
age with its main creditors, 
including the Y20bn of loans 
from the insurance companies 
and Y20bn of new equity capital 
from a group of banks and 

Continued on Page IS 
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NEWS: EUROPE 


Italian hauliers plan stoppage 


By James Bfitz In Rome 

The French truck drivers' 
strike last night looked set 
to be accompanied by a simi- 
lar stoppage in Italy, this 
time by the owners of small 
and medium sized hauliers 
complaining about tough 
business conditions. 

In a move that could fur- 
ther disrupt goods Dow in 
Europe, the National Associ- 
ation of Artisans and Small 
Enterprises tFita). a truck 
drivers' pressure group, said 
it would stop running 
vehicles next week in protest 
at what it said was the gov- 


ernment's unwillingness to 
improve conditions for the 
truck business. 

Fita said truck companies, 
which account for about 80 
per cent of freight shipments 
In Italy, would stop business 
from November 9 until 
November 16. It said the 
inconvenience which the 
Italian public would face as 
a result of the move had. as 
its cause, **a government 
that does not respect accords 
which it has reached" over 
reform of the road haulage 
business. 

Alfredo Trappani, sec- 
retary-general of Fita, said it 


was a serious matter that, a 
few days before a transport 
stoppage of this scale, the 
government was remaining 
silent and had undertaken 
no initiative to hold talks to 
defuse the crisis. He said 
that next wed four-fifths of 


appeared to be holding back 
last night from announcing 
a blockade of roods in the 
manner adopted by the 
French unions. 

Several truck drivers' fed- 
erations are joining Fita in 


insisting that the govern- 
ment reform regulations that 
would bring the costs of 
operating in Italy in line 
with those in other Euro- 
pean Union countries. 

In particular, it wants the 


for driving trucks through 
Italy. The specific Items of 
concern are the higher 
charges at motorway tolls, 
the cost of labour and the 
hig h e r cost of petrol 
"In Italy, petrol is around 
L164 (9 US cents) a litre 
more expensive than the 
European average," said 


Paolo Ugge, secretary- 
general of the Federation of 
Independent Italian Trans- 
port Companies, another 
lobby group. He called on 
the government to consido- 
ways to reduce tariffs on the 
cost of fuel, which are set to 
rise in the budget for 1998. 

The one exception to the 
stoppage next week will be 
work to supply areas in 
Umbria and the Marche 
region struck by a recent 
series of earthquakes. These 
areas will continue to be 
supplied with medical and 
other assistance. 

See Comment and Analysis 


government to begin a 
the trucks which trails- review of the higher charges 
ported goods in Italy would 
remain parked in garages. 

However, the association 


Lille veterans target 
distribution centres 


By Robert Graham hi LiUe 

Flames from the barricade 
bonfire lit by protesting 
French truckers leap eerily 
in the gloom of the freezing 
dawn fog outside Lille. 

Michel Dereignieux and 
six colleagues have been 
manning the blockade all 
night. 

They are well prepared 
with a huge pile of wood pal- 
ettes requisitioned from a 
nearby warehouse. 

“We were among the first 
in the country to mobilise 
yesterday, '' said Mr Dereig- 
nieux. who has been truck- 
ing for it years and helped 
organise last year’s strike 
action around Lille. 

“We started three hours 
before the deadline and we 
will stay as long as we have 
to to get a good deal.” 

He and his comrades 
shrug off the cold as they 
are about to be relieved by a 
day shift. 

Two control the blockade 
- a rubber tyre and road- 
works sign - that forces traf- 
fic to filter through in single 
file in one direction at a 
time. 

Theirs is one of eight 
blocks set up at strategic 
points round Lille, the key 
distribution point for north- 
ern France, the Channel 
ports and Belgium. 

“Some 200 companies are 
based here, including 


supermarket chains. 

"We will let private cars 
and medical supplies 
through but no big trucks," 
said Mr Dereignieux. 

In contrast with the 1996 
stoppage, the motorways are 
being left free and the pro- 
cess of strangling France's 
distribution jugular is more 
deliberate. 

Where necessary the strik- 
ers are using their own cars. 
“The haulage companies got 
wind of the strike and 
ordered all trucks back on 
Friday, so we couldn’t use 
them in the blockade." said 
Mr Dereignieux. 

‘I don't dare 
move in either 
direction 
because I don’t 
want them 
throwing stones’ 


The Lille truckers voted 
unanimously on Sunday to 
ignore the call from national 
union leaders to hold off 
their protest after a basis of 
agreement had been struck 
with one of the haulage own- 
ers' federations. 

Mr Dereignieux earns a 
ma ximum FFr7.000 ($1,186) a 
month, FFr1,000 below the 
minimum from which a 5 


per cent rise was proposed 
on Sunday. 

He and his companions 
argue that the hours they 
face are long, the pay Is mis- 
erable. and most of their 
employers have no intention 
of honouring their agree- 
ment 

“The big trucking compa- 
nies do not mind being 
tough because they want to 
squeeze the small ones out 
of the market before Euro- 
pean deregulation in July 
next year. 

“They have no compunc- 
tion about causing economic 
damage to the country and 
believe the police will adopt 
a low profile. 

“They wouldn't dare be 
provocative.” 

One of the first victims of 
the blockage is Hervd Dobbe- 
lacre, who arrived at 6am in 
his truck to collect a load of 
mineral water for a destina- 
tion in Wakefield, northern 
Rn giand- 

He has pulled off the road 
and is eyeing the barricade 
cautiously from the safety of 
his cab. 

"I don’t dare move In 
either direction because I 
don’t want them throwing 
stones.” said Mr Dobbel&cre, 
wary after having spent 24 
hours blocked at a Channel 
port during the last trucking 
dispute in 1996. 

“I'll just have to wait and 
see what happens.” 


Spain alarmed 
by spectre of 
rotting fruit 


By David White in Madrid 

Farmers' organisations on 
Spain’s Mediterranean sea- 
board yesterday raised the 
alarm over potential losses 
from the French strike, 
launched at a critical time 
for exports of citrus fruit 
and hot-house vegetables to 
European markets. 

Local prices for perishable 
farm produce were reported 
to have fallen by up to 40 
per cent in the last few days 
in anticipation of the strike. 
Still smarting from the 
impact of the French trans- 
port strike a year ago, farm 
leaders in southern Spain 
warned of “incalculable 
costs”. 

The spectre of rotting 
fruit marooned on French 
highways prompted agricul- 
tural organisations in the 
Valencia region to call for a 
boycott of French products, 
repeating a successful cam- 
paign staged earlier this 
year in retaliation for the 
destruction of Spanish pro- 
duce by protesting French 
farmers. 

Eduardo Zaplana, the 
region’s conservative presi- 
dent, threatened to “defend 
our interests with radical 
measures” if French police 
failed to protect the transit 


of Spanish exports. At tills 
time of year some 2,000 
truckloads set off daily for 
the French border from the 
orchards of eastern Spain. 

The Confederation of 
Farm Co-operatives esti- 
mated losses could reach 
Pta3bn (521 m) a day. About 
40,000 Spanish trackers 
could be affected. 

Regional authorities in 
Andalucia called for the 
government to arrange 
alternative sea routes. 
Exporters in the hot-house 
farming centre of eastern 
Andalucia were considering 
chartering roll-on-roll-off 
vessels if the strike contin- 
ued. 

But the secretary of a 
local farmers’ body said it 
was “practically impossible” 
to find an alternative to 
road transport for sending 
all the region’s EU-bound 
production. 

The strike also threatened 
to Mt production at Spanish 
car plants and other facto- 
ries depending on regular 1 
parts supplies from France I 
and Germany. Last year out- 
put was brought to a halt at 
several plants belonging to 
multinational groups, 
including the large Citroen 
factory at Vigo in 
north-west Spain. 


Russian steel mill 


rivals forge peace 


By Chrystia Freeland 
in Moscow 

One of Russia’s most 
hard-fought corporate bat- 
tles, the struggle between 
Soviet-era directors and out- 
side shareholders for control 
of the country’s second larg- 
est steel mill, appears to be 
edging towards a compro- 
mise, combatants on both 

sides said yesterday. 

The fight over the Novoli- 
petsk Metallurgical Kombl- 
nat, a big producer of steel 
and refrigerators some 
450km south of Moscow, has 
been billed as one of the 
defining conflicts of Russian 
capitalism. 

Outside shareholders, who 
they have been ille- 
gally denied representation 
on the company's board, 
have seen the struggle as a 
pivotal effort to protect 
shareholder rights In Rus- 
sia's market economy. 

By contrast, the plant’s 
bosses have viewed the 
showdown as an attempt to 
protect Russia’s impover- 
ished proletariat from west- 
ern carpetbaggers. 

But after months of acri- 
mony, winch has included a 
rash of court cases and con- 


tentious shareholder meet- 
ings patrolled by armed 
guards, the warring parties 
appear to be edging towards 
a deal. 

“A consensus between the 

management and the share- 
holders has been found, I 
cann ot say anything more." 
Valery Sapryktn. the plant’s 
press secretary, said in a 
telephone interview yester- 
day. 

Renaissance Capital, a 
Moscow-based brokerage 
which is part of a loose affi- 
ance of outside shareholders 
who argue their rights have 
been violated by 'the plant 
management, also hinted 
that conciliation might he in 
fhfr air. 

One of the key players in 
the battle has been Vladimir 
Lisin, a former metals trader 
who became an influential 
board member at Novoli- 
petsk, working In concert 
with the factory’s managers. 

Throughout the dispute, 
Mr Lisin and the manage- 
ment appeared to have 
enjoyed the quiet support of 
the Trans-World Group, a 
London-based metals trader 
which has been one of the 
main buyers of Novolipetsk 
steel Through various com- 


panies, Trans- World is 
believed to . own some 
38 per cent of the steel 
mill . 

However, recently. Mr 
Lisin appears to . have 
severed his relationship wfth 
Trans- World and seems 
inclined to derect to the 
group of outside, sharehold- 
ers who call themselves the 
“reform" camp. 

Over the weekend Mr 
Lisin said he had halted 
metal deliveries to Trans- 
World because, he claimed, 
they owed the plant $220m- 
$230HL 

Trans-World denied Mr 
Lisin’s charge, saying the 
minor debts of one of its 
trading companies to the 
mill was off-set by substan- 
tial investments it had made 
in the company, including 
helping to secure a $500m 
credit line. 

But the falling-out with Mr 
Lisin appears to have 
prompted Trans-World to 
adopt a more conciliatory 
attitude toward the "reform" 
shareholders. 

Allan Bekor. managing 
director, said the company 
was now seeking to reach an 
agreement among all share- 
holders. 


Finland to sell stake in 


state telecoms group 


By Tim Burt In Stockholm 

The Finnish government 
yesterday announced the 
partial privatisation of the 
state telecommunications 
company, a process which is 
set to become one of the 
country’s biggest sell-offs to 
date. 

The imminent sale of a 
stake in Telecom Finland 
will value the company at up 
to FM20bn (S3.87bn). 

Government officiate said 
up to 20 per cent of Telecom 
Finland would be sold ini- 
tially. with a further sale 
once the five-party pfafitinn 
had secured parliamentary 
approval to cut the state’s 
ownership to 51 per cent. 


No timetable has yet been 
put forward for the sale and 
the government is in the pro- 
cess of appointing domestic 
and international financial 
advisers. 

The plans to privatise 
Telecom Finland follow the 
Sell-Off of State Holding s in 
companies such as Valmet, 
the forestry machinery 
group, and Neste, the Finn- 
ish oil company, in recent 
years. 

The government last 
month paved the way for the 
privatisation by announcing 
its Intention to split off Tele- 
com Finland from PT Fin- 
land, its parent company. 

Finland Post, the postal 
arm of PT Finland, will 


remain in state hands. 

A spokesman for Telecom 
Finland, which controls 80 
per cent of the country's 
mobile telephone market 
and 62 per cent of interna- 
tional calls, said the Initial 
sale of shares would raise 
FM2bn-FM4bn. 

The group, which employs 
7,500 people, last year made 
pre-tax profits of FM79&3m 
on sales of FM6.4bn. 

Industry analysts said the 
sale would be watched 
closely by the Swedish and 
Norwegian governments, 
which are thought to be con- 
sidering privatisations of 
Telia and Tele-Nor, their 
respective telecommunica- 
tions groups. 
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Euro’s impact reaches from 
high office to comer store 



Preparing 
for Emu 


It is not just 
Europe's 
business sec- 
tor that is 
readying 
itself for eco- 
nomic and 
monetary 
union. Pub- 
lic servants, 
from high- 
ranking 
eurocrats in Brussels to post- 
office clerks in the Austrian 
Alps, face similar problems 
in preparing themselves for 
life alter national currencies. 

Preparations in the mem- 
ber states are running at dif- 
ferent speeds. Seven coun- 
tries - Belgium, Ireland. 
Italy, Luxembourg, the 
Netherlands, Austria and 
Finland - have opted for the 
fastest and most comprehen- 
sive changeover scenarios. 

These countries have 
Issued transition plans or 
detailed statements of 
intent, with a full “euro-pp- 
tion” for companies during 
the change-over phase from 
1999-2002. During this time, 
the euro. the. new single cur- 
rency, can be used In paral- 
lel to the national currencies 
- but only for non-cash 
transactions, as euro coins 
and notes will be not intro- 
duced before 2002. 

In the transitional phase, 
state organisations, compa- 
nies and individuals will 
operate under the principle 
of “no compulsion - no pro- 
hibition” whereby they are 
allowed, but cannot be 
forced, to use the euro. 

A fttll euro-option will per- 
mit companies to switch 
over to the euro in their 
accounts, tax declarations 
and tax payments from the 
1999 finan cial year. Once 
companies have opted for 
the euro, they cannot rev ert 
to the national curr ency. 

Belgium, Italy, Luxem- 
bourg, the Netherlands and 
Austria would also permit 
tax declarations and pay- 
ments in euros for the public 
at large, a European Com- 
mission official said. In Fin- 
land, only self-employed 
people who earn more than 
50 per cent of their income 
in euros will be able to take 
tins option. 

la Ireland, it win only be 
possible if the taxpayer’s 
employer is paying taxes In 
euros as well- 

In France, the current 



Parking at a premium: Win Italians be prepared to pay 
EU57 instead of L3.000 for a car space? 


position is that companies 
will have to pay taxes in 
French francs during the 
transition phase, although a 
final government decision on 
whether to allow euro pay- 
ments is expected soon. ' 

In Germany, Theo Waigel 
.finance minister, wants to 
reach an agreement on this 
point with the Lander, the 
federal states, by the end of 
the year. 

A consensus is required as 
tiie Lander execute federal 
tax laws. Business is push- 
ing for a changeover in 1999 
as most of the big and some 


of the smaller companies 
will then switch their 
accounting to euros. 

Spain will permit company 
accounting and reporting in 
the euro for I99g and 
onwards. Decisions on taxes, 
fees and social s e c uri t y pay- 
ments are expected to be 


coming 


taken during 

months 

Portugal intends to issue a 
transition plan by the end of 
the year. 

Sweden and the UK have 
established task forces to 
handle this issue. The UK 
has recently launched a 


high-level standing commit- 
tee to look into all practical 
aspects of Emu. but UK 
entry is too distant for com- 
prehensive preparations at 
this stage. 

Another crucial point is 
software development. The 
cities wfl 1 bear the biggest 
share of the burden as they 
will have the closest contact 
with the public. 

Administrations will have 
to order systems for account- 
ing, budgeting and payments 
as soon as possible to avoid 
shortages and price rises. 
Frankfurt and Munich 
announced they will start 
running their finances both 
in euro and D-Marks in 1999. 

A huge part of the techni- 
cal equipment - such as 
parking metos, vending and 
postage machines, cash- 
desks and counting 
machines - needs to be 
newly programmed or com- 
pletely changed. Cities will 
have to update large sections 
of their paperwork to accom- 
modate the new currency. 

Another problem is the 
calculation of euro prices. 
Prices such as E1.57 Instead 
of L3.000 far a parking space, 
or E&36 instead of DM16 for 
a weekend bus ticket might 
not find acceptance among 
the public. The problem of 
founding-up abounds. Many 
people, including the Ger- 
man association of taxpay- 
ers, fear administrations will 
not resist the temptation to 
raise charges. 

In October, the Commis- 
sion urged member coun- 
tries to launch their nationa l 
information campaigns with- 
out delay and deliver their 
transition plans by the end 
of the year, including their 
positions in. regard to 
accounting and tat declara- 
tions. 

But it is up to the public 
administrations in member 
states to carry out the tran- 
sition itself. 

Ironically, for the main 
European Union institutions 
the amount of specific 
changeover legislation is rel- 
atively limited- It is confined 
to a few specific areas, such 
as the internal market, cus- 
toms, indirect taxation and 
agricultural subsidies. But at 
lower governmental levels 
throughout the EU, the 
change will be momentous. 

Jens Tarfler 
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NEWS: EUROPE 


NEWS DIGEST 


Balkan leaders 
agree to meet 


Leaders from seven Balkan countries yesterday agreed to 
old regular s ummi t meetings to promote closer ties in 
e region. Turkey will host next year's summit at 
Antalya, while Greece has offered to provide a permanent 
Case for co-ordinating economic co-operation. 

Costas Simitis and Mesut Yilmaz. the Greek and 
Turkish prime ministers, were to hold talks yesterday 
evening aimed at easing tensions in the Aegean. 

1 7 le Albanian and Yugoslav leaders, Fatos Nano and 
Slobodan Milosevic, were scheduled to discuss 
inter-ethnic relations between Albanians and Serbs in 
Kosovo. Theirs will be the first meeting of Albanian and 

Yugoslav leaders in almost 50 years. 

Mr Simitis called for tariff barriers to be lifted in 
south-east Europe and for closer cooperation to improve 
energy output, transport and telecommunications. 
Economic transition in ex-communist countries in the 
Ba l ka ns has lagged behind the rest of eastern Europe, 
while Greece attracts little foreign investment despite 
being the region's only EU member. 

Kerin Hope, Agio Pelagia, Crete 


GREEK DRACHMA 


Rise in rates stops attacks 


Attacks on the Greek drachma ceased yesterday after 
sharp rises in key interest rates on Friday. 

The drachma was fixed at 309.90 against the ecu 
yesterday, from Friday's 309.65. and dealers said there 
were foreign exchange inflows erf about 250m ecus, 
reversing the recent outflows. "For now. the Bank of 
Greece has won,” said one emerging markets strategist in 
London. Rates in the interbank depo market, which had 
risen sharply on Friday, fell about 20 percentage points 
yesterday. 

Greece has been pursuing a “hard drachma” policy for 
at least three years, helping to bring down inflation from 
double digits to the present 5 per cent 

But many currency strategists think that the drachma 
is overvalued, leaving its peg to the ecu vulnerable to 
attack before Greece enters European economic and 
monetary union, possibly in 2002. Last week’s drachma 
crisis was sparked by the fall in Greek bonds and the slide 
in emerging markets worldwide. Simon Kuper. London 


SPANISH TV 


Court dismisses charges 


A Madrid court yesterday dismissed the main charges 
against tbe television company Sogecable after a 
controversial nine-month legal investigation into its 
finances. 

The case, one of the more bizarre ramifications of 
Spain's highly-politicised television wars, was brought as 
a private prosecution by, among others, an 
ultra-conservative magazine editor. 

The Prisa media group, the main partner in Sogecable 
alongside France's Canal Plus, maintains that the case 
was based on a report commissioned by a senior official in 
the centre- right government. 

The National Court rejected charges of 
misappropriation and fraud and said there was nothing 
criminal about the company's use of deposits from 
subscribers to Spain's Canal Plus pay-TV network. • 

David White. Madrid 


Tietmeyer 
hangs 
fire on 
rates 


By Andrew Rsher 
in Frankfurt 


Bans Tietmeyer, president 
of the Bundesbank, yester- 
day sought to damp expecta- 
tions that German interest 
rates would have to rise 
again soon to reach a Ugh 
enough level by (he start of 
European monetary union. 

The necessary conver- 
gence level for short-term 
interest rates would depend 
largely on which countries 
were 'selected, he said. The 
choice would not be made 
untQ next May. Moreover, 
the appropriate rate level 
fbr the end of 1998 - just 
ahead of Emu's scheduled 
start in January, 1999 - 
would depend on economic 
data at the time. 

Tbe German central bank 
raised its securities repur- 
chase (repo) rate from 3 per 
cent to 3.3 per cent last 
month. Mr Tietmeyer said 
tbe need to curb inflation 
ahead of Emu, and thus 
transfer the confidence 
enjoyed by the D-Mark to 
the euro, was an important 
reason for the increase. 


The market 
correction ‘was 
unavoidable 
and probably 
beneficial’ 


BELGIAN INVESTIGATION 


Kredietbank executive held- 


Investigators yesterday questioned the bead of a 
Luxembourg-based subsidiary of one of Belgium's leading 
business groups, who was arrested over the weekend on 
fraud and money-laundering charges. 

Damien Wigny. president of Kredietbank S A 
Luxembourgeoise, was held in a Brussels jail after his 
detention in connection with an investigation into an 
alleged tax dodge involving billions of francs. In a 
statement. KB-Lux expressed outrage at Mr Wigny's 
arrest and denied all accusations brought against him. 

“All tbe transactions carried out by the bank are in 
total compliance with Luxembourg law, "the bank said. 

KB-Lux has been under investigation since allegations 
emerged in the summer of 1996 that some 300 Belgians, 
including leading business figures and politicians had 
hidden large amounts of money there to avoid paying 
taxes. AP. Belgium 


BUDAPEST PROTEST 


Fanners against land reform 

Scuffles broke out yesterday in Budapest, as police 
clashed with a militant farmers' group protesting against 
proposed land reforms. 

Although the government has no immediate plans to 
introduce the reform, some agricultural groups are 
incensed by tbe possibility of foreigners acquiring arable 
land. Protestors are also angry about low farm gate prices 
for produce. 

Police had earlier banned a procession of slow moving 
tractors through the capital planned by the group. The 
crowd of 300 farmers jostled police as officers detained the 
suspected leader of the group. 

The government has been seeking to amend the law to 
allow co-operatives and companies with a track record of 
farming to own arable land, which currently can he held 
only by Hungarian citizens. Hester Eddy, Budapest 


EBRD report 

The telephone number of the EBRD Publications Desk 
was wrongly reported in the paper of November 3. The 
correct number is 44-171 -338-7553. 


“We must now await fur- 
ther developments,” he said. 
He welcomed the fact that 
some data, especially Ger- 
man money supply, had 
moved positively. 

Mr Tietmeyer ruled oat 
immin ent farther repo rises, 
but economists expect 
short-term interest rates in 
Emu countries to rise to 
about 4.5 per cent by the 
end of next year to put them 
in harmony as economic 
growth picks up. 

This is likely to mean the 
repo rate will rise faster 
than justified by monetary 
conditions in Germany, 
which is behind some poten- 
tial Emu members in the 
economic cycle. 

Mr Tietmeyer also 


i- referred . to~*jecent turhn- 
- lence in’ world financial 


markets, agreeing with Alan 
Greenspan, chairman of tbe 
US Federal Reserve, that the 
stock market correction was 
unavoidable and probably 
beoeficzaL 

He did not link German 
monetary policy to the mar- 
ket upsets, although econo- 
mists feel these will cause 
Germany and the US to hold 
off for a time oh further rate 
rises. 

• Yves-Thibault de SQguy, 
European monetary affairs 
commissioner, yesterday 
said the decision by EU lead- 
ers cm which countries win 
enter a single currency from 
1999 will be taken on May 2, 
1998. Reuters reports from 
Brussels. 

The European Commission 
had been expected to con- 
firm the choice of the first 
weekend in May for the key 
Emn decisions after Britain 
last month released a draft 
timetable for its six-month 
EU presidency, which stitris 
in January. 

That timetable singled out 
the May weekend as the best 
for the Emu decision, but 
added that details still had 
to be arranged. 

Mr De Silguy reiterated 
EU leaders would make 
their decision on tbe basis of 
European Commission and 
European Monetary Insti- 
tute proposals, dne to be 
released in March, on which 
countries qualify for eco- 
nomic and monetary union. 
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Commissioners await BSE verdict 


By Michael Smith 
in Brussels 


Rarely has a Euro-parl- 
iamentarian been shown 
such deference. In the past 
nine' months a string of 
European commissioners - 
the men and women who 
run the European Onion - 
has trooped in to face inter- 
rogation by Dagmar Roth- 
Behrendt, and her colleagues 
investigating tbe h a n d lin g of 
the BSE (mad cow) crisis. 

One or two commissioners 
have tried to escape a maul- 
ing in the parliamentary den 
but, once they have got 
there, no trouble has been 
too much. No one wanted to 
risk their job. 

This week the BSE com- 
mittee will finalise the 
report which the fill] parlia- 
ment will study before decid- 
ing whether the Commission 
should be sacked. 

If MEPs did vote for such a 
move, the 15 EU govern- 
ments would move quickly 
to reinstate the Commission. 
But censure would weaken 
the Commission’s authority 
and raise awkward questions 
about the ElTs constitution. 

No one can be sure of the 
outcome. However, the mood 


of MEPs is less angry than 
earlier in the year and the 
Commission can at least 
expect Mrs Roth-Behrendt to 
back it against dismissal. 

That was something it 
could not have been sure of 
when the BEE committee 
was set up nine months ago. 

"Like so many people 1 
was really annoyed,” Mrs 
Roth-Behrendt said. "Agri- 
cultural policy was run by a 
dosed shop and the people 
r unning it had failed to take 
notice of the danger of BSE.” 

Mrs Roth-Behrendt had 
good qualifications for the 
chair. A 44-year-old law grad- 
uate and MEP since 1989. she 
is a member of the majority 
socialist group and has a 
record of involvement in 
environmental and con- 
sumer protection issues. She 
also represents Germany, 
the country where public 
outcry over the BSE crisis 
has been most intense. 

With work almost com- 
plete, the committee is likely 
to accuse the Commission of 
failing to take decisive 
enough action against offi- 
cials considered responsible 
for the BSE crisis and 
against the UK government 
for its role. 



Roth-Behrendt: step in the right direction 


Mrs Roth-Behrendt said it 
is not the committee's job to 
recommend for or against a 
censure. 

“My own view, however, 
is that the Commission 
has moved much farther 


than any of us thought pos- 
sible.” 

The Commission has intro- 
duced reforms which include 
transferring responsibility 
for human health from the 
agriculture commissioner to 


the consumer policy commis- 
sioner. placing a greater pri- 
ority on rood policies, and 
promoting environmental 
causes in agriculture. 

Mrs Roth-Behrendt said 
much of the improvement is 
down to Mrs Emma Bonino. 
consumer affairs commis- 
sioner. and her directorate. 
“She was determined to help 
fulfil the wishes of parlia- 
ment. 

“That is new. Normally 

the Commission gives out 

very little." 

Mrs Roth-Behrendt thinks 
the work of tfie last nine 
months will have a lasting 
effect. “The Commission is 
now aware that it cannot do 
just whatever it wants. This 
is a step in the right direc- 
tion towards a system with 
the right checks ami bal- 
ances.” 

However, she shows no 
signs of wishing to extend 
the mandate and delibera- 
tions or her committee, as 
some MEPs would like. 
While she acknow ledges that 
her role has been stimulat- 
ing. she says: "1 did not 
c-njrjy it so much that 1 am 
nut glad it is ending.” 

The commissioners’ dis- 
comfort may soon be over. 


EU defends ban on hormone-treated beef 


By Nea Buckley in Brussels 


The European Union will 
today defend its ban on 
imports of hormone-treated 
beef from the US and Can- 
ada before a World Trade 
Organisation appeals body, 
in an attempt to overturn a 
WTO ruling that the ban 
broke world trade rules. 

The beef ban is one of two 
controversial trade disputes 
between the EU and US in 


which tbe Geneva-based 
trade body has ruled against 
Europe. The other is the 
EU's $2bn a year banana 
import regime, which the 
WTO recently ordered the 
EU to modify after backing a 
US-led complaint 
European Commission 
lawyers wQl argue that the 
WTO ruling on the EU’s hor- 
mone-treated beef ban chal- 
lenges the fundamental right 
of governments to choose 


the level of health protection 
they consider necessary for 
their citizens. That right, 
they say. was enshrined in 
the so-called Sanitary and 
Phyto-Sanitary <SPS) agree- 
ment, part of the Uruguay 
Round or world trade talks. 

They will also argue that 
the WTO's disputes panel set 
up to investigate US and 
Canadian complaints about 
tbe ban was wrong to accept 
a majority view of three out 


of five scientific experts it 
consulted that hormone- 
treated beef is safe. 

The EU says two of the 
experts backed its claim that 
there were legitimate con- 
cerns that hormone-treated 
beef could cause cancer and 
that the ban could be justi- 
fied - but this was ignored 
in tbe WTO panel's ruling. 

Brussels officials wil/ 
argue that it is wrong to 
base decisions on human 


health issues un majority 
scientific views. 

The appeal body has until 
December to decide whether 
to overturn the original rul- 
ing. If it does not. the EU 
must either remove the 
eight-year ban. or pay com- 
pensation lo the US and Can- 
ada equivalent to the 
amount of trade last. Tbe US 
says the ban blocks beef 
exports to the EU worth up 
to $250m a Year. 
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can trace out lineage to row 4 


WMte Hart Lane. 


When Megan Jones isn’t in her seat at 'Tottenham Hotspur, 
she’s wiring seats tor Boeing. Megan is an electrician 
for Bricax Rumbold in Camberlcv who make first class 
passenger seats for Boeing planes. She is fully qualified to 
wire a complete Boeing plane from nose to rail. Boeing 
has been w orking with European experts like Megan and 


their companies for over 30 years. For one simple reason: 
we want to work with people who are best at what they 
do. Of course, building an airplane is a massive enterprise. 
It takes teamwork on a grand stale. Many individuals, mam 
companies, many countries. But working together, we can 
do almost anything. 
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NEWS: EUROPE 


Despite calls for a clean-up after the Susurluk affair the trail has grown cold, highlighting instituti onal problems 

Turkey’s ‘state within a state’ survives scandal 


ilim* 


* 


O ne evening a year 
ago. a Mercedes- 
Benz limousine 
hurtling along a Turkish 
highway smashed into a 
truck, killing an but one of 
its four passengers- A senior 
policeman, a wanted gang- 
ster and his former beauty 
queen girlfriend died 
instantly. The fourth passen- 
ger, Sedat Bucak, a govern- 
ment MP, survived. 

The crash, outside a small 
town called Susurluk, 
unleashed one of Turkey's 
biggest political scandals. It 
appeared to ran firm widely 
held suspicions that corrupt 
politicians, crooked police- 
men and the Turkish mafia 
were in league with each 
other. A year later, lack of 
progress in the case has 
highlighted many of Tur- 
key's institutional problems. 

Parliament unanimously 
voted for a full investigation. 
State prosecutors went to 
work. The combative media 
uncovered connections 
between politicians, the 
security forces, casino 
bosses and heroin smug- 
glers. Reporters described 
how governments hired 
ultra-rigbtwing hit men. 


including the gangster killed 
in the accident, to assassi- 
nate “enemies of the state". 

Protesters took to the 
streets in their thousands to 
demand an “end to the 
gangs". For months, people 
across Turkey turned off the 
lights in their houses for one 
minute every evening at pre- 
cisely 9pm to demand tough 
measures against corruption. 
Mehmet Agar, the interior 
minister, resigned after the 
media linked his name to 
underworld figures. 

The fragile edifice of Tur- 
key’s secular state, then con- 
trolled by an Islamist prime 
minister, seemed to be tot- 
tering. Hasan Cemal, a polit- 
ical columnist, commented: 
“The state is coming apart at 
the seams. The system is 
degenerating. [Politicians] 
are incapable of perceiving 
the waves of pessimism and 
disillusion and indignation 
engulfing society." 

Yet today, the Susurluk 
affair seems strangely dis- 
tant. Trails that seemed to 
point to the highest reaches 
of government led nowhere. 
Parliament's investigation 
was a whitewash. MPs 
refused to strip Mr Bucak 


and Mr Agar of their parlia- 
mentary immunity from 
prosecution. Generals 
ignored demands by the 
Islamist head of the parlia- 
mentary investigation com- 
mittee to testify about sus- 
pected involvement of 
soldiers in drug smuggling 

and gun-running. In Septem- 
ber, an Istanbul security 
court released all eleven 
defendants In the affair, 
mainly lowly functionaries 
and policemen. 

Anti-corruption demon- 
strations turned into pro- 
tests against the Islamist-led 
coalition of Necmettin 
Erbakan. The secularist 
majority sensed that rocking 
the boat too much could 
threaten stability and help 
the Islamists, who have 
denounced corruption gnaw- 
ing at the secularist system 
for years. In June, the gener- 
als forced Mr Erbakan from 
power in a “soft coup" 
because he refused to adopt 
policies to reinforce the secu- 
lar state. Much of the clam- 
our for a clean-up evapo- 
rated with the fall of Mr 
Erbakan and his partner, 
Tansu Ciller. Most of the 
suspects in the Susurluk 


affair were linked directly or 
indirectly to her True Path 
party. 

To many, the Susurluk 
incident demonstrates the 
limits to the powers of the 
media, public opinion, the 
judiciary and parliament to 
control the government and 
the powerful security forces, 
often referred to as a sinister 
“state within the state". 

Courts are unable to try 
anyone involved in the 
affair, but swiftly convict 
human rights campaigners. 
In October, the head of the 
Turkish Human Rights Asso- 
ciation was sentenced to a 
year in prison, and E§ber 
Yagmurdereli, a blind 
human rights lawyer, was 
jailed for 23 years. 


T he establishment 
emerged from the 
Susurluk affair stron- 
ger than ever. Far from 
being criticised for toppling 
an elected government or 
thwarting scrutiny of the 
state's inner workings, gen- 
erals are applauded when 
they appear in public. How- 
ever, the European Commis- 
sion cited the military’s 
political role as another rea- 


son for rejecting Turkish 
membership of the European 
Union, in addition to human 
rights violations, disputes 
with Greece, strife in the 
Kurdish southeast and a dys- 
functional economy. 

Mesut Yllmaz. the conser- 
vative who became prime 
minis ter after Mr Erbakan 
and Mrs filler quit, has 
dropped his strident prom- 
ises to clear up the scandal. 
Mr YiLmaz is honest and 
appears determined to 
straighten out the economy, 
but has shrunk from chal- 
lenging the security appara- 
tus. The general staff 
ignored his demands to dis- 
band a military committee 
set up when Mr Erbakan 
was prime minister to moni- 
tor anti-secular activities. 

The Susurtuk scandal may 
have vanished into the mists 
of time but many of the 
problems continue. The 
question of who has control 
is as urgent as ever. Tension 
with Greece is rising but few 
are sure whether the civil- 
ians or the generals decide 
policy towards Athens. 

Israel Berkan, a political 
analyst, said: “It is as if the 
gangs never existed, that 





rise 


Mesut Yfimaz, the conservative who became prime minister after Necmettin Erbakan and 
Tansu COler quit, dropped his strident promises to dear up the scandal mm 


corruption allegations 
against politicians have dis- 
appeared, that Turkey has 
no restrictions on freedom of 
expression and does not 


have a Kurdish problem, or 
that structural measures are 
not needed to reduce infla- 
tion. It is as if Turco-Greek 
disputes did not exist and 


that the European Union 
was willing to consider Tur- 
key as a member." 


John Barham 


Uneasy peace in Kosovo may be coming to an end 


By Guy Dinmore in Pristina 


Under the watchful eye of Serbian riot 
police outside Pristina's main court. 
Mona Neziri denounces the trial of her 
son Alban for alleged terrorist activi- 
ties as a political farce. 

“If this was a fair trial he would be 
free today, but this is a political trial,’* 
Mrs Neziri complained. 

Her son. a medical student, is one of 
17 ethnic Albanians accused of belong- 
ing to the Kosovo Liberation Army 
(KLA), which Serbia holds responsible 
for a string of attacks on government 
targets in its fight for an Independent 
Kosova 

When the trial began a week ago, 
defence lawyers protested they were 
not given free access to their clients 
and produced medical reports to back 
up allegations that the 17 men had 
made confessions after beatings and 
torture. The trial resumed yesterday. 

Western governments fear that the 
trial and others like it farm one of 
several new elements fuelling a grow- 


ing sense of anger and frustration T ... - 

among ethnic Albanians. In the worst ijQ WOTSt SCeHailO, HSing anger fltlfl 
scenario, the current situation could „ , . t .5 . 

lead to an explosion of violence in the irUStratlOH aUlOng etlHUC Alb ani ans HI 

neighbouring Albania and Macedonia pefOia COlllCl SpaTK Violence ailCL drag 

m Na» n SL^ m ?h'r r n ra t of the it neighbours into a fresh Balkan war 


accused to testify before the court yes- 
terday, alleged he was beaten and tor- 
tured with electric shocks while held in 
secret detention for one month with no 
access to a lawyer. 

Mr Hasani denied all knowledge of 
the KLA and said he had been forced 
into making a confession to save his 
life He is accused of involvement in a 
car bomb attack last January which 
seriously wounded Radivoje Papovic, 
the Serbian rector of the state-run Uni- 
versity of Pristina. 

A report by the UN Centre for 
Human Rights into two trials , of 21 
Albanians earlier this year concluded 
that basic legal rights had been denied 
and that there was credible evidence of 
use of torture. Two suspects have died 


in detention this year. 

Serbia's strongman, Slobodan Milos- 
evic, stripped Kosovo of its provincial 
autonomy in 1989. accusing the ethnic 
Albanians of oppressing the Serb 
minority in a region of ancient monas- 
teries hallowed as Serbia’s spiritual 
homeland. 

The Serbian nationalism unleashed 
by Mr Milosevic led to the violent 
break-tip of former Yugoslavia. But the 
estimated 1.7m ethnic Albanians who 
make up 90 per cent of Kosovo’s popu- 
lation remained in Belgrade's orbit, 
kept under tight police control. 

The uneasy peace that may be com- 
jng to an aid in Kosovo has been pre- 
served largely by the policies of passive 


non-confrontation adopted by Ibrahim 
Rugova, the leader of Kosovo’s mam 
party, the Democratic League of Kos- 
ovo (LDK), who was declared “presi- 
dent" of an unrecognised Republic of 
Kosovo after illegal elections held in 
1992. 

Albanians exist in a parallel state 
with schools, universities and a welfare 
system that bypass the Serbian govern- 
ment. Leading almost completely sepa- 
rate lives, Albanians go to shops and 
restaurants - that Serbs would never 
enter. They read their own indepen- 
dent newspapers and boycott Serbian 
television. Mygpri marriages are almost, 
unheard of. ’ ... 

But Hydajet Hyseni, an • LDK 


vice-president who leads the party’s 
“radical" wing, says the time has come 
to abandon Mr Rogova’s policy of non- 
confrontation and adopt a more a ctive 
stance that would bring people back on 
to the streets. 

“We . cannot be satisfied with our 
results or the attitude of the interna- 
tional community. We can do more and 
must do more . . . The militant ten- 
dency, among Albanians is the conse- 
quence of unproductive policies in Kos- 
ovo," Mr Hyseni said in a recent 
interview. 

Mr Hyseni. like all Albanian leaders, 
denies any knowledge of the KLA. but 
refuses to condemn all attacks on 
police, which he regards as motivated 
by justifiable revenge against a brutal 
occupying army. 

The Serbian authorities have bo far 
produced no material evidence of the 
KLA’s existence. Many Albanians, 
while privately applauding reported 
attacks on police, believe the KLA may 
be afiction created by Belgrade to jus- 
tify its policies of repression. 


The US and the European Union, 
which have made progress in resolving 
the Kosovo conflict one of its condi- 
tions for lifting sanctions on Belgrade, 
hope a planned visit to the province by 
senior envoys will lead to dialogue. But 
its suggestion to make Kosovo a federal 
“unit" within Yugoslavia is rejected by 
both sides. 

Diplomats say Mr Milosevic, presi- 
dent of a Yugoslavia that now com- 
prises just Serbia and Montenegro, has 
little room to manoeuvre following his 
Socialist party’s setbacks at the hands 
of the ultra-nationalist Serbian Radical 
party in recent elections. 

Much will depend on whether Mr 
Rugova can stem the slide in his own 
authority. 

“Rugova is not so secure." says Mah- 
mud Bakalli, the ex-communist party 
boss of Kosovo in the 1970s who advo- 
cates a confederation of Serbia. Monte- 
negro and Kosova 

“The problem is huge. Even if Elsen- 
hower was the leader here it would be 
very difficult." 


iedia jjnmlli 
ats eeononr 


MISSION: To design a new generation space launch vehicle chat will dramatically reduce the cost and complexity of going into orbit. This will enable private companies to launch countless 
space-based businesses and take advantage of a whole new universe of opportunities in che century ahead — just as private enterprise helped the aviation industry take off during this century. 
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Quite possible the mostiar- fetched idea smeeme airplane 
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LOCKHEED MARTIN 


SUCCESS: Lockheed Martin and our reanimates have created an innovative yet practical design called VenturcSiard a reusable, singie-stage-io-orbit vehicle. The first step: we are build in o- and 
will soon fly, a i/2 -scale demonstrator — the X-53 — to validate die vehicles advanced technologies and capabilities. Ids one way we, as a giobai technology leader, are helping to launch efr hicur 1 
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Brazilian 
shares see 
sharp rise 


By Geoff Dyer 
In S5o Paulo 

Brazilian shares rebounded 
strongly yesterday on hopes 
the worst or the turmoil In 
global financial markets was 
over and pressure for a 
devaluation of the Brazilian 
currency bad eased. 

Analysts warned volatility 
could easily return to this 
week if there was any deteri- 
oration in the international 
environment, especially on 
Wall Street. 

Economists called oh the 
government to introduce a 
new package of budget cuts 
to reduce the Impact of 
Thursday's doubling of inter- 
est rates on the already high 
fiscal deficit. 

The S3o Paulo stock 
exchange's Bovespa index of 
leading companies, which 
dropped 22.1 per cent last 
week, was up 7 per cent at 
9,612 points by mid-after- 
noon. 

Telebr&s. the state-con- 
trolled telecoms group and 
bellwether stock, was 6.1 per 
cent higher. 

Activity in Other flnanrlal 
markets also struck a more 
confident tone, with the 
Brazilian Real near its 
strongest permitted level 
within its trading band 
against the US dollar and 
long-term interest rates on 

NEWS DIGEST 


Media growth 
beats economy 

Sharpening competition and heavy use of advertising to 
find new customers helped gro wth in the US 
co mmuni cations business outstrip expansion in the 
overall economy last year. 

Nominal gross domestic product rose 4.4 per cent, but 
sales at publicly-quoted media, film, television, publishing 
and online groups jumped 12.3 per cent, according to 
Veronls. Suhler, the specialist investment bank. 

Revenues rose more than 10 per cent for the third year 
in a row, continuing a trend of rising sales in the sector 
even as GDP growt h continued to ease back from its 1994 
peak.of 6.Bperctmt. . . r ~ " ~ ‘ - 

The bank's latest report says company revenues were 
also bolstered by further acquisitions and mergers during 
the year and the proliferation of new communications 
technologies. ' 

Special influences last year included the extra spendtog 
during the Olympic Games in Atlanta and the. 
presidential election. Subscription video revenues grew as 
direct-to- borne satellite broadcasting services increased 
their penetration, while film companies released a record 
number of blockbusters. Christopher Partes, Los Angeles 

■ VENEZUELA DISPUTE 


Workers strike for bonuses 

A long financial dispute between Venezuela's central and 
regional gove rnments flared up yesterday when ■ 
employees of municipal governments stopped work to 
demand pay bonuses. 

The strike, only partial in some of the country's 330 ^ . 
municipalities, comes after felled attempts by mayors and 
governors to obtain additional funding from the national 
government to meet rising labour costs. 

"The workers are in the right because they haven't 
been paid what they were offered,” said Manuel Rosales, 
mayor of Maracaibo in western Venezuela, where 
public-sector employees plan a protest march today. 

Mayors throughout the country have criticised the 
administration of President Rafael Caldera for havi ng 
offered to pay bonuses without allocating the respective 
funds to local governments. Raymond Codtt, Caracas 

■ US TAKEOVERS 

More stock used in funding 

Stock has been used to fund 62 per cent of the value of US 
public company takeovers in the first nine months of this 
year compared with 33 per cent in Europe, according to a 
report published by JJ*. Morgan, the investment bank, 
yesterday. 

The level of stock used so far this year is the same in 
percentage terms as the level in 1996 as a whole. 

J.P. Morgan’s analysis also shows that the use of stock 
is up from 25 per cent In 1996 to 35 per cent so Ear this 
year in the sale of private companies. In the sale of 
subsidiaries, it was 17 per cent this year against 13 per 
cent last. . 

However, in Europe, the use of stock has declined man 
39 per cent of the value of takeovers in 1996 to 33 per cent 
in the first nine months of 1997. Of the five largest 
European transactions announced during the third 
quarter of 1997, three were financed by cash, including 
Artemis' bid for Worms and Prom odes' bid for Casino. 

Nevertheless, J.P. Morgan says the use of stock as 
acquisition currency this year in Europe iB well up on the 
1989-95 average of 10 per cent. William Lewis, New York 

■ EXPANSION CONTINUES 


US growth in 78th month 

The longest post-war economic expansion in the US is 
showing few signs of slowing. In October, the overall 
economy continued to grow for the 78th consecutive 
month, according to a report by the National Association 
of Purchasing Management yesterday. 

Tho Purchasing Managers* Index, a guide to the 

strength of manufacturing activity, rose from 542 to 56 
per cent in September- , , . , 

Other figures published yesterday showed personal 
incomes and expenditures continued to rise mode stly in 
September, while construction spending fell. Economists 
were not worried about the l per cent month-on-month 
annualised foil in construction expenditure, largely due to 
weakness in private zyjn -residential construction. 

The NAPM employment index rose to from 60.7 to SZA 
per cent but there was not much evidence of pressure on 
wages. Personal income and personal disposable income 
rose 0.4 per cent month -on-month. Personal c ons u m ption 
spending rose 02 per cent. Adrienne Roberts, Washington, 


State and city polls today could be pointers to nationwide politics 

Republicans set to stay local heroes 


the fhtures markets MBing 
slightly. 

On Thursday, the central 
bank raised base rates from 
158 per cent to 3.05 per cent, 
resulting in annual real 
interest rates of nearly 40 
per cent 

Even if yesterday's calm 
continues, the central bank 
is not expected to start 
reducing interest rates for 
several weeks. 

Economists speculated 
that any new budget cuts 
might include new taxes, a 
freeze of public sector sala- 
ries, the closure of loss-mak- 
ing public companies and 
moves to speed the approval 
of constitutional changes. 

Marcelo Carvalho, chief 
economist at JJ*. Morgan in 
Sao Paulo, said that a size- 
able budget package could 
“turn the weakness of the 
financial turmoil of the last 
week into the strength of 
concrete fiscal progress”. 

Petrobrfis, the state-owned 
oil company, said that tt had 
delayed the launch of a 
{200m Eurobond issue, 
scheduled for early Novem- 
ber, because of the market 
turmoil 

Bankers said that it would 
be difficult for Brazilian bor- 
rowers to raise money on the 
international capital mar- 
kets before the end of the 
year. 


By Gerard Baker 
in Wa sh ington 

Voters across the US go to 
the polls today to choose 
state governors, city mayors 
and local council members 
and to vote directly on a 
range of policy issues from 
gun control to affirmative 
action. 

In the US electoral cycle, 
the first Tuesday in Novem- 
ber carries less sig nifi ca n ce 
in an odd-numbered year 
than in an even-numbered 
one. But, while there is only 
one minor election for 
na t ional office, there are still 
a number of contests that 
could hold important impli- 
cations for the national polit- 
ical contest over the next 
few years. 

The main interest focuses 
| on four elections: gubernato- 
rial races in two states - Vir- 
ginia and New Jersey; the 
mayoral election in New 
York City; and a special elec- 
tion to fin a vacant seat In 
the House of Representatives 
in Staten Island. New York. 

Republicans currently 
hold all four seats, and the 
party has devoted more 
resources than ever to the 
task of defending them - 
massively out-spending the 


strapped-for-cash Democrats 
in what could be an impor- 
tant pointer for next year's 
bigger mid-term congressio- 
nal elections. A clean sweep 
of all four seats would pro- 
vide further confirmation of 
what has come to be seen In 
the last three years as the 
party's hegemony at any- 
thing other than the presi- 
dential level 

The Democrats had hopes 
of taking at least one of the 
prizes, but early leads have 
evaporated. In Virginia, the 
Republican James Gilmore is 
now expected to beat his 
Democrat opponent. Don 
Beyer, the current lieuten- 
ant-governor, comfortably. 
The New York mayoral elec- 
tion loog ago ceased to be a 
contest and will look like 
more a coronation for the 
incumbent Republican. Rudy 
Giu liani- And, though the 
Staten Island vote could still 
be close, the Republican. 
Vito Fossella. is expected to 
take the seat vacated by 
Susan Molinari, a rising star 
of the Republican party until 
she left to present a TV 
show. 

The real trophy for the 
Democrats would be New 
Jersey. The poster woman of 
moderate Republicanism. 


Whaf$ at stake In the US 

Stats and (Sty measures (include votes:) 

' Qrscjon . To ban assfeted aufcJde 

Washington To toughen hand-gun nilas 

• Houston ." , ; - To bar affirmative action 

CHy Mayors (more than 200 cities, including:) 

. New Yoifc • . ‘ ‘ J ■ r Detroit 
Houston Gtomtand 


State Governors 
New Jersey 


Virginia 


US House of Representatives (special election) 

Near York ■ 13th Congre— tone! otstrtet 


Governor Christine Todd 
Whitman, known nationally 
for her liberal stance on 
social issues such as abor- 
tion and her tax-cutting sup- 
ply-side economics, has been 
involved in a surprisingly 
tougb fight with her 
little- known Democrat oppo- 
nent, James McGreevey. 

Polls still put Ms Whitman 
narrowly ahead, but her lead 
has been dented to’ the inter- 
vention of a maverick liber- 
tarian third party candidate. 

If the elections carry some 
clues to the state of play In 
the national political con- 


test, they may also point to 
the salience of some policy 
issues that could take on 
national significance in next 
year’s elections. 

One or two common 
themes have emerged. Abor- 
tion once again proved to be 
a politically explosive sub- 
ject While most voters seem 
unprepared to accept conser- 
vative Republicans' attempts 
to toughen the general tenor 
of abortion laws, there is 
widespread revulsion at 
so-called “partial birth” 
abortions in late pregnancy. 

Supporters of the proce- 


Tfae US Supreme Court 
yesterday rejected a chal- 
lenge to California's Propo- 
sition 209, the measure that 
bans race or gender from 
being a factor in state hir- 
ing or school admission, AP 
reports from Washington. 

The court, turning away 
arguments by a coalition of 
civil rights groups, let stand 
a ruling that said the anti- 
affirmative action measure 
did not violate constitu- 
tional rights. 

The action could encour- 
age voters in other US 
states to adopt similar mea- 
sures. 

dure, including Ms Whitman 
In New Jersey and Mr Beyer 
in Virginia, have clearly lost 
sizeable support as a result 
of their stance on the issue. 
An issue of less clear-cut 
political importance has 
been taxes - while Mr Gil- 
more in Virginia has ridden 
a wave of tax-cutting senti- 
ment. Ms Whitman's tax 
cuts in New Jersey have 
come in for some surprising 
criticism. 

Most of the races, how- 
ever, especially at the may- 
oral level, have been non- 
ideological affairs, focusing 


instead on competence. The 
vast majority of the mayors 
defending their scats will 
easily win reelection on the 
back of widespread voter 
contentment with the state 
of the US economy. 

Some of the most signifi- 
cant votes will be the range 
of plebiscites on state and 
local measures. In Oregon, 
voters wifi be asked to over- 
turn an initiative passed a 
year ago that would give an 
individual the legal right to 
assisted suicide. 

Id neighbouring Washing- 
ton state, the main question 
ou ballot papers will be a 
law that would prohibit 
employers and others from 
discriminating against work- 
ers on the grounds of sexual 
orientation. 

The fiercest ballot initia- 
tive campaign has been in 
Houston. Texas, where vot- 
ers will have a chance to 
outlaw affirmative action 
programmes in the hiring of 
city employees. 

Most votes will not touch 
on such great Issues of polit- 
ical principle, however. More 
typical is the ballot question 
in Maine; should the state 
add one travel lane in each 
direction to the southern end 
of the Maine turnpike? 
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NEWS: ASIA-PACIFIC 


Jakarta eases tariffs and distribution 


By Sander Thoenes 
in Jakarta 


Indonesia cut trade tariffs 
and opened up its distribu- 
tion and wholesale sector to 
foreign investors yesterday, 
part of a broad deregulation 
package agreed witb the 
International Monetary 
Fund last week. 

The package, which netted 
Indonesia at least $37bn in 
stand-by loans from neigh- 
bours and multilateral insti- 
tutions last week, failed to 


revive the Jakarta Stock 
Exchange. The rupiah 
soared more than 9 per cent, 
from 3,590 to 3285 rupiahs to 
the US dollar, but much of 
the demand came from a 
joint intervention by the 
central banks of Indonesia, 
Japan and Singapore - the 
first assistance provided to 
Jakarta since last week's 
agreement 

But the reforms should 
excite foreign investors, who 
are at present forced to rely 
on Indonesian companies to 


market their goods. Ttmky 
Ariwlbowo, minister of 
industry and trade, said for- 
eign companies will he 
allowed to set up their own 
up distribution and whole- 
sale companies and win be 
allowed to retail as well by 
the year 3003. 

The ban on foreign partici- 
pation in distribution, set up 
to defend traditional market 

places and small shop own- 
ers, has kept out many pro- 
ducers of consumer goods 
and limited profits of exist- 


ing projects. Investors were 
forced to rely on well-con- 
nected but often inefficient 
wholesale and retail agents, 
often little more than front 
companies. 

Mar’ie Muhammad, 
finance minister, also 
announced cancellation of 
expert taxes for commodities 
such as metal ores, rattan 
and raw bide leather, and 
detailed a range of staged 
cuts in import tariffs on 
chemicals, metal products 

jipri figh 


G15 CALLS FOR STUDY OF CURRENCY MARKETS 


The Group of IS developing nations 
yesterday called on the International 
Monetary Fund and World Bank to 
undertake a study of currency markets 
with a view to regulating them, James 
Kynge writes from Kuala Lumpur. 

The statement, issued after the first 
day of a summit of several G15 lead- 
ers. represented only a partial endorse- 
ment for a clarion call by Mahathir 
Mohamad. Malaysia's prime minister, 
for regulations to tame what he calls 
“unethical” currency speculation. 

Dr Mahathir wants new rules to 
curb the free-wheeling nature of cur- 
rency trade and make it more trans- 


parent. Bat the G15 statement only 
partially supported this in declaring 
that the object of any new regulation 
should be to “make [markets] more 
open and transparent”. 

The diplomatic finesse of the state- 
ment reflected a considerable diversity 
of views within the G15. Mexico, for 
instance, which benefited from an 
IMF-led rescue package in 1995, held 
out against new roles to curb free mar- 
ket mec hanisms . 

Indonesia, represented by President 
Suharto, appeared torn between hav- 
ing to back Dr Mahathir, a key 
regional ally, and the need to burnish 


his free-market credentials three days 
after the IMF announced a 0SS23bn 
rescue package for Jakarta. He said 
that the group should find “the most 
efficient means to dampen the adverse 
Impact of sharp currency fluctuations 
on our development”, but he did not 
mention new rules. 

The G15, which emerged from the 
Non-Aligned Movement, has often had 
its message muffled by the sheer diver- 
sity of its membership. which includes 
Algeria. Argentina, Brazil. Chile, 
Egypt, India. Indonesia, Jamaica, Mal- 
aysia, Mexico, Nigeria, Peru, Senegal, 
Venezuela and Zimbabwe. 


These imports had been 
excluded from earlier tariff 
reductions agreed with the 
World Trade Organisation, 
in an effort to protect indus- 
tries such as Chandra Asri. a 
large petrochemical plant 
controlled by President 
Suharto's son. Indonesia is 
the region’s leading oO pro- 
ducer but has to import 
many oil products. 

The government yesterday 
announced a two-year 
exemption on import duties 
for machinery and equip- 
ment, and last month offered 
an exemption on value 
added tax for imported goods 
used by export- 
oriented industries. 

Though surpassing expec- 
tations of diplomats and 
economists and boosting the 
stock markets of Singapore 
and Malaysia, the package 
failed to excite the Jakarta 
stock exchange. It ended up 
1.3 points at 501.714, after 
dipping slightly on Friday 
when the IMF deal was first 
announced. 

“They haven’t really mot 
tinned anything specific in 
banking reforms,” said Step- 
hen Rogers, head of research 
at UBS Securities in Jakarta. 


Indonesian Rnpsafr 

Against ttwdotarjRp per 5> 



“That's where the main 
problem is.” 

“I don’t t hink the market 
wfil move until the interest 
rate comes down,” another 
broker said. “We still think 
it’s way overvalued, because 
the slowdown in economic 
growth has not really been 
accounted for.” He predicted 
the economic growth rate 
would drop from more than 
7 per cent to L5 per cent 
next year, as companies 
struggle to pay off unhedged 
foreign debt, and feel the 
impact of delays to infra- 
structure projects. 


IMF deal spurs rally in Asian financial markets 


By John Ridding 
in Hong Kong 


South-east Asian finan cial 
markets rallied yesterday as 
Indonesia's IMF-backed 
recovery programme helped 
to bolster confidence in the 
region’s battered economies. 

Concerted intervention by 
Singapore and Japan in sup- 
port of the rupiah lifted the 
Indonesian currency to a 
high of 3,240 to the US dol- 


lar, a rise of about 9 per 
cent. That helped lift the 
Malaysian ringgit, the Phi- 
lippines peso and the Singa- 
pore dollar. 

“Singapore’s participation 
in this joint intervention 
reflects our confidence in the 
macroeconomic policies of 
the Indonesian government," 

said Richard Hu. Singapore's 

finance minister. Officials 
declined to comment on the 
scale of the intervention, but 


traders estimated that as 
much as US$1 00m was spent 
to support the Indonesian, 
currency. 

Japan’s finance ministry 
said the operation was 
designed to correct the 
“excessive depreciation'’ of 
the rupiah and that Japan. 
Singapore and the Indone- 
sian. authorities would be 
ready to act again. 

Indonesia’s recovery pack- 
age. and in particular its 


move to close 16 troubled 
banks, was welcomed by 
investors as a sign of greater 
commitment to tackling 
structural economic prob- 
lems. “It Is a step in the 
right direction, which is 
s omething to applaud alter 
the confusion we have seen 
so far across the region.” 
said the chief economist of a 
Hong Kong investment bank. 

Signs of improved senti- 
ment after months of finan- 


cial turmoil extended to 
stock markets. Hong Kong, 
where the Hang Seng index 
lost more thar> a third of 
its value since August, saw 
the strongest gain, adding 
almost 6 per cent 
Traders attributed the 
rally to easier money market 
interest rates, the main con- 
cern in a property and bank- 
ing dominated economy. Chi- 
na-backed shares saw strong 
gains amid mainland signals 


that injections of state assets 
into Hong Eong-Iisted 
vehicles may be resumed. ' 
“We are not out of the 
woods by any means," said 
the chief strategist at a US 
investment hank, “But there 
is a hope at least that inter- 
est rates will be able to 
return to normal before too 
long. The big it of course, 
remains farther reg ional tur- 
moil or renewed attacks on 
the Hong Kong dollar.” 


NEWS DIGEST 


UK developer to 
head exchange 


Lee Hon-chiu. chairman and managing director of 
property developer Hysan Development, was yesterday 
elected as the new chairman of the Hong Kong.stock 
exchange. Mr Lee. who was widely tipped to assume the 
top post, pledged to build on the work of his predecessors 
in realising “the vision of Hong Kong as the Manhattan of 
China". Mr Lee. 68, takes over from Edgar Chong, who 
had already served the maximum permissible number of 
terms as chairman. 

Mr Lee said that while the markets had performed in an 
efficient and orderly manner during the recent market 
volatility, the events emphasised a need to move quickly 
and decisively to capitalise on new opportunities as they 
emerge so as to maintain our leading position in the 
region and beyond”. 

He sees China as the biggest opportunity, especially in 
the li ght of Beijing’s plans to reform state enterprises. 

“We need to ensure that Hong Kong continues to be the 
irf gai place for mainland companies to raise international 
funds." he said. Louise Lucas. Hong Kong 


VIETNAMESE DEBT 


Russia seeks Soviet roubles 


Vietnam and Russia are on Friday due to hold their first 
talks in almost two years over settling about l06hn trans- 
ferable roubles owed by Hanoi to the former Soviet Unio n , 
a finance ministry o fficial said yesterday. The transfer- 
able rouble was used fay the Soviet Union in its dealings 
with satellite states, including Vietnam. 

The issue soured relations between Moscow and 
Hanoi for years as the two sides have bickered over an 
appr o p r i ate exchange rate between the transferable rou- 
ble and the Vietnamese currency, the dong. No immediate 
resolution is expected from the talks in Moscow, which 
are expected to last a week. Jeremy Grant, Hanoi 


AUSTRALIAN ECONOMY 


Record growth for retailing 


Improving confidence in the Australian economy has 
helped retailers enjoy a record September quarter but less 
chance of another interest rate cut 
Real retail trade rose 3.1 per emit in the September 
quarter, the largest rise since the series began in 1982. In 
September, nominal retail trade rose 0.6 per cent revers- 
ing a 0.4 per cent fall in August The quarter’s best per- 
forming sector was department stores, which recorded a 
10.2 per cent rise in sales in real terms. Reuters, Canberra 


S Korea old guard eyes poll win 


By John Burton in Seoul 


South Korea's two main 
opposition parties yesterday 
forged an unlikely old guard 
alliance, in an effort to win 
December’s presidential elec- 
tion. 

Kim Dae-jung, the veteran 
centre-left apposition leader, 
was named presidential can- 
didate in a coalition with the 
rightwing United Liberal 
Democrats. (ULD). The alli- 
ance is expected to improve 
Mr Kim's chances of win- 
ning tbe presidential elec- 
tion on December 18 in what 
would be the first opposition 
victory since 1948. 

Mr Kim. making his fourth 
presidential attempt since 


1971. is leading a four-man 
field with 39 per cent sup- 
port. opinion polls show. The 
blessing of Mr Kim’s candi- 
dancy by the anti-commu- 
nist ULD is meant to allay 
voters’ suspicions, encour- 
aged by previous military 
governments, that he is a 
radlcaL 

In return for ULD support, 
Mr Kim has agreed, if 
elected for a single five-year 
term, to name a ULD politi- 
cian as prime minister, as a 
step to replacing Korea's 
executive with a German- 
style cabinet system by 1999. 
The two parties would 
evenly divide cabinet posts. 

The would improve the 
chances of Kim Jong-pU, the 


former ULD presidential 
nominee, of achieving his 
ambition of becoming the 
government's next leader. 
The two opposition leaders, 
with Kim Young -sam, the 
present president, have dom- 
inated Korean politics in 
recent decades. 

Analysts predict the alli- 
ance could collapse once 
elected, because of deep dif- 
ferences. The ULD repre- 
sents figures from the mili- 
tary dictatorship of 
President Park Chung-hee, 
in power between 1961 and 
1979. 

Mr Kim Dae-jung opposed 
the Park government and 
was nearly killed twice by 
agents of the intelligence 


bureau set up by his new 
ally, Mr Kim Jong-piL 

The opposition’s unity con- 
trasts with the dissension 
tearing the ruling New 
Korea party apart, six weeks 
before the election. Falling 
popularity for the govern- 
ment candidate, Lee Hoi- 
chang, has fod to an exodus 
of ruling party politicians. 

They support Rfaee In-je. a 
former provincial, governor 
who defected from the ruling 
party this summer to stand 
as an independent He ranks 
second in tbe polls at 31.5 
par cent The polls suggest 
Mr Rhee could defeat Mr 
Kim if he can win the back- 
ing of Cho Soon, another 
independent candidate. 


President’s son 
released on bail 


By John Burton 


Kim Hyun-chul. youngest 
son or the South Korean 
president, was released on 
bail from prison yesterday, 
just three weeks after being 
convicted on bribery and tax 
evasion charges. 

The court granted bail on 
grounds of poor health and 
psychological stress, in what 
could prove a controversial 
decision in a presidential 
election year to choose a suc- 
cessor to his father, Kim 
Young-sam. 

Support for the opposition 
has increased in response to 
corruption scandals that 
have hit the Kim administra- 
tion this year. 

Public opinion forced the 
prosecution to pursue a case 
against Mr Kim's son this 
spring, after it was alleged 


he was involved in influence- 
peddling. The government 
claimed the prosecution was 
proof of Korea's democratic 
coming of age as the rule of 
law was applied to once-sac* 
rosant members of the presi- 
dent's family. 

Mr Kim Hyun-chul, who 
was a close political adviser 
to his father and known as 
“the crown prince". last 
month received a three-year 
prison term and was fined 
nearly $i.6m. after being 
convicted of taking $3 .3m in 
kickbacks and evading taxes 
on money be took as gifts. 

He claimed the money he 
received was not bribes, but 
political contributions for a 
future parliamentary cam- 
paign. The Seoul high court 
said it would release the 
president's son on $100,000 
bail pending an appeal 



Kim Hyun-chul leavings Seoul jail yesterday 


“Charges of influence-ped- 
dling to obtain money are 
not so serious in Kim’s case, 
and it is the first time 
charges of tax evasion [for 
monetary gifts! were applied 
in a court of law,” the court 
said. “The plaintiff denies 
his crimes, so there is a need 


his guilt.” The decision is 
expected to increase public 
cynicism about Korea’s legal 
system. 

The president’s son will be 
confined to his Seoul home, 
but will be able to leave the 
country for more than three 
days if he receives the 


for further deliberation of court’s permission. 


Bolger caves in after pressure from parliamentary colleagues 


NZ premier forced to step down 


By Terry Hall in Wellington 


Jim Bolger, one of New 
Zealand's longest serving 
prime ministers, has been 
forced to step down after 
pressure from his parliamen- 
tary colleagues. 

His announcement came 
after intense lobbying, with 
cabinet minister Jenny Ship- 
ley advising him that she 
had enough support in the 
parliamentary party to force 
his resignation. 

Mrs Shipley, a right- 
winger. is expected to be 
appointed leader of the 
National party at a caucus 
meeting later today which 
will see her become New 
Zealand’s first woman prime 
minister. 

Mr Bolger 's resignation 
throws into doubt the future 
of the government coalition, 
an alliance between National 


and the smaller New Zea- 
land First party. Observers 
say there is a strong likeli- 
hood of the coalition dissolv- 
ing, and National ruling as a 
minority with support from 
another small party and a 
romp of nz First MPs. 

Mr Bolger’s resignation 
was sparked by disgruntled 
National party- colleagues, 
who were worried at the gov- 
ernment's low poll ratings. 
Mrs Shipley, who made no 
secret of her ambitions, told 
Mr Bolger yesterday morn- 
ing that she would challenge 
him for the leadership at 
today’s meeting of National 
MPs and presented him with 
a list of fellow cabinet mem- 
bers and backbenchers who 
she said were supporting 
her. 

The timing of the chal- 
lenge has surprised observ- 
ers - including Winston 


Peters, deputy prime minis- 
ter and leader of the junior 
coalition partner NZ First, 
who was only told of it by 
Mrs Shipley yesterday morn- 
ing. Mr Peters is said to have 
been angry. But with an 
opinion poll rating of only 
1.9 per cent, he is unable to 
influence the outcome. 

Mrs Shipley. 45. is a force- 
ful public speaker who 
became unpopular as minis- 
ter of health between 1991 
and 1996 when she instigated 
reforms of the hospital ser- 
vice. She has had a sharp 
rise in recent opinion polls 
in her role as minister of 
transport, and has been 
helped by being an outspo- 
ken critic of the populist NZ 
First and Mr Peters. One of 
her biggest challenges will 
be to reach some accommo- 
dation with Mr Peters and 
his party m embers to ensure 


a continuation of the present 
coalition government 

Mr Bolger led the National 
party for 11 years and won 
the 1991 and 1994 elections. 
He narrowly failed to get a 
majority in last year’s gen- 
eral elections and farmed a 
coalition with Mr Peters, a 
former political foe, and NZ 
First To everyone's surprise. 
Mr Bolger formed a close 
working relationship with 
Mr Peters. 

This has proved Mr 
Bolgers’ undoing. The coali- 
tion government has become 
deeply unpopular, with a 90 
per cent disapproval rating. 
While most public oppro- 
brium bas rubbed off on NZ 
First. National has also 
slipped in the opinion polls. 
Mrs Shipley's supporters 
believe she has the powerful 
personality needed to 
redeem tbe party's fortunes. 


INTERNATIONAL ECONOMIC INDICATORS: PRODUCTION AND EMPLOYMENT 
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In business as in motor racing, 
you can’t beat being at 

Le Mans for the race. 


Id tlw heart of an exceptional motorway network, 
Le Mau-Sirthc has excdknt road links to the rest of France 
and Europe. Ahhoogh Paris is not for away (less than 1 how 
by TGVl, the setting op costa and rente make tbe region an 
attractive location. In terms of performance, it is an impor- 
tant centre for the motor industry in Frame and one of the 
main rent res for the agricultural produce industry. 
Like Philips, who have chosen to base a World Mobile 
Telephone Centre here, you have everything yon need to 
succeed in Snrthe. So, make a beeline now. 
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NEWS: INTERNATIONAL 


ILO foresees revival 
of trade union strength 


By Robert Taylor, 

Employment Editor 


O nly about a quarter 
of the world's ubn 
workers belong to 
trade unions, according to 
the International Labour 
Organisation’s annual 
labour report*, published 
today. But the ILO believes 
trade unions will grow over 
the next io years with the 
spread of democracy and 
social justice in open market 
economies. 

In its survey of trade 
union membership in 92 
countries, the ILO found 
only 14 countries had more 
tbau half their workforces 
unionised while just over 
half the countries (48) 
reported Jess than 20 per 
cent union membership. 

The report says member- 
ship levels declined between 
1985 and 1995 in 72 of the 
countries. The fall was great- 
est in the former communist 
countries where trade union 
membership is no longer 
compulsory. Union density 
fell by 50.6 per cent in Rus- 
sia during the period, by 50 
per cent in the Czech repub- 
lic. by 45.7 per cent in 
Poland, 38 per cent in Hun- 
gary and 22.8 per cent in 
Belarus. 

But trade union density 
also declined elsewhere. 
There was a 75.7 per cent 
drop in Israel. 38.3 per cent 
in Uganda, 39-9 per cent in 
Venezuela and 46.7 per cent 
in New Zealand. Trade union 
decline was also widespread 
in western Europe with a 
31.2 per cent fall in France. 


25.2 per cent in the UK and 

20.3 per cent in Germany. 
However.the ILO has 

found union density grew in' 
20 countries over -the period. 
The largest increase was in 
South Africa with a 126.7 per 
cent rise, followed by Spain 
(92.3 per cent). Chile {89.6 per 
cent). Thailand (77 pa - cent). 
Philippines (69.4. per cent) 
and South Korea (G0.8 per 
cent). 

The report reveals much 
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diversity in the number of 
workers covered by collec- 
tive bargaining agreements. 
In France, 90 per cent were 
covered in 1995. though only 
11.6 per cent of them were 
union members. In most of 
the 43 countries who 
reported their collective bar- 
gaining coverage to the ILO, 
the proportion of workers 
involved was over half the 
labour force. 

But despite recent declines 
in membership, the ILO is 
optimistic about unions' 
future. “There is every sign 


that a whole new social 
dynamic - is developing,” it 
argues. “There -are many 
signs that trade unions are 
adjusting to the realities of 
today. The most active of 
them are looking beyond the 
working population and 
opening-their doors to those 
who have no stable employ- 
ment or no job at alL Both 
in word and deed they are 

looking more and more like 
genuine social movements 
with a clear vision of bow to 
defend and promote the 
interests, however varied, of 
the world of those in work.” 

The report also found 
some countries, most nota- 
bly in Africa, had adopted a 
restrictive policy towards 
recognising trade unions in 
the hope of attracting for- 
eign investment. Others had 
introduced various restric- 
tions against trade unions - 
reflected in the numerous 
complaints filed to the ZLO’s 
committee on freedom of 
association. 

The ILO points out that 
trade unions have been “in 
the vanguard of democratic 
opposition and strong propo- 
nents of human, rights” in 
countries such as Burma. 
Nigeria, the Sudan and 
Indonesia. Innovations such 
as pacts with governments 
to achieve economic prosper- 
ity and social cohesion, as in 
Ireland, Denmark and Italy, 
and consultative European 
works councils “owe much 
of their inspiration” to trade 
unions, said the report 
* Available from the ILO 
Office. MiUbank Tower. 21-24 
MUIbank. London SW1P 4QP 


NEWS DIGEST 


More arrests 
in Zambia 


Zambia's crackdown on “enemies of the state” in the 
wake oflast week's attempted coup has spread to main- 
stream political opponents. The Zambia Democratic Con- 
gress party yesterday revealed that Azwell Banda, its gen- 
eral secretary, had gone into hiding after security men 
searched his home on Friday. 

On the same day Dean Mungomba, the party's presi- 
dent. was detained. The arrest of Mungomba. a former 
minister under President Frederick Ghiluba, brought to at 
least 18 the number of arrests since loyal troops quashed 
a coup attempt by disgruntled army officers. 

Zambia’s political temperature has been feverish ever 
since the constitution was changed to prevent Kenneth 
Kaunda, Mr Chiluba’s predecessor, from running in last 
year's elections, a move that outraged western donors and 
prompted a freeze in aid. . 

Foreign embassies had hoped the coup attempt, a warn- 
ing of the tensions bubbling under the surface, might per- 
suade Mr Chiluba to adopt a mare moderate stance.; 
Instead Mr Chiluba has assumed emergency powers, giv- 
ing the police draconian powers to detain suspects Indefi- 
nitely. search homes and regulate public meetings. He . 
said “many more” individuals would be tracked down. 

The security farces have so Car spared UNIP a Mr Kaun- 
da 's party, despite claims from top members of the ruling 
Movement for Multiparty Democracy that (MMD) the for- 
mer president was involved in the coup. But UNIP said 
yesterday it expected its members to be arrested soon, 
including Dr Kaunda on his return from a foreign tour. 

Michela Wrong. Nairobi. 


JORDAN’S ELECTIONS 


Establishment party to win 


Jordanians go to the polls today to elect a new 80-member 
parliament, the first elections since J cardan signed « peace 
treaty with Israel in 1994. 

Although the government has predicted a high turnout, 
the outcome of the election is already certain following 
the decision by the Islamic Action Front, the Jordanian 
arm of the pan-Mamie Brotherhood, to boycott the poll. 
The pro-establishment National Constitutional Party, 
headed by Abdel Hadi Majali, brother of the prime minis- 
ter. is expected to win the most seats. 

The Islamists, who oppose the peace treaty, claim the 
parliament has no authority. The opposition also wanted 
a change to the electoral law which allows one man one 
vote instead of votes for parties. 

Under the current electoral system the IAF won 16 seats 
hi the ifl93 elections and the Islamists won 22 in the 1989 
elections. Judy Dempsey , ; Jerusalem 


MIDDLE EAST PEACE 


Levy upbeat as talks begin 


David Levy, the Israeli foreign minister, sounded a cau- 
tiously upbeat note yesterday in Washington as he began 
the first substantive talks with Palestinian offi ci als since 
last spring. Mahmoud Abbas, the Palestinian negotiator, 
was expected to reaffirm demands for further Israeli troop 
withdrawals from the West Bank - as agreed in principle 
under previous accords, but- not yet mapped out in detail. 

"We have come here with the will to .work," said Mr 
Levy as Madeleine Albright the US secretary of state, 
convened a meeting with him and Mr. Abbas. 

US and Israeli officials want this week’s talks in the 
Washington area to focus on the acceleration of moves 
towards a final agreement on relations between Israel and 
the Palestinians. 

Mrs Albright has called on Israel to declare a “time out 
on new settlements in the West Bank in order to create 
the right atmosphere. The talks are taking place against a 
background of tentative progress on some IsraeB-Palestln- 
ian issues. Including the possible construction of an air- 
port for Palestinians in Gaza. Bruce Clark, Washington 


ALGERIAN PROTESTS 


Anti-riot police deployed 

The army-backed Algerian government deployed anti-riot 
police in the capital yesterday to prevent further protests 
over the conduct of recent local elections. Opposition par 
ties, which claim massive election fraud, said they would 
continue to demonstrate. Opposition members of parlia- 
ment plan to march in Algiers today in another show of 
unity among opposition parties.The elections wans.offi-. 
dally won by the National-Democratic Rally, a govern- 
inept party created six months ago. - Jloula Khalaf Lot- 
■ — ' " "don 


Israel to 
open 
telecom 
market 


By Judy Dempsey 
in Jerusalem 


Israel's domestic 
telecommunications net- 
work will be thrown open to 
competition by January 
1999 as part of the govern- 
ment’s plans to lower prices 
; and. dismantle monopolies. 

• However, investors will 
have to build their own 
infrastructure since Bezeq, 
the state-controlled telecoms 
company, will not be obliged 
to place its network or facil- 
ities at the disposal of com- 
petitors. - 

The measures, unveiled 
yesterday try Lfrnor Ltvnat, 
the communications minis- 
ter, and Yaakov Nee man, 
finance -minister, follow the 
government’s successful lib- 
eralisation of international 
telephone services in which 
the cost of calls fell by more 
than 75 per cent and Bezeq's 
market share fell by half. 

But according to some 
. analysts, the government 
has adopted a more cautious 
approach towards the 
domestic market "It is as if 
they want to put up natural 
entry barriers,” said one 
analyst Mrs Livnat said the 
government had to consider 
the security implications in 
opening the domestic tele- 
coms network. The state 
holds a 62 per cent stake in 
Bezeq. It plans to sell a fur- 
ther 10 per cent by the end 
of the year. 

Under recommendations 
by the communications and 
finance ministries, licences 
for the domestic market will 
be issued for 15 years with 
an option to extend them by 
a further 10 years. Investors 
will have to provide infra- 
structure. transmission and 
telephony services and build 
their own facilities. The 
- recommendations stated 
that "the existing telecom- 
munication operators will 
be under no obligation to 
sell any infrastructure or 
place facilities at the dis- 
posal of new operations.” 

"This will necessitate 
investment in a new, mod- 
ern infrastructure on the 
basis of business-economic 
considerations,” added the 
ministry. “It . will not be 
easy for new entrants into 
this market,” said Elise 
Horowitz, analyst at Leh- 
man Brothers, the invest- 
ment bankers, "It will be 
very costly to build a new 
infrastructure.” 

Such measures would 
ensure that Bezeq's monop- 
oly in the domestic market, 
at least in the sbort tom, 
would continue. 

. Cable television compa- 
nies could use their network 
to provide telephone lines - 
but a line would exceed 
.$500. Alternatively, inves- 
tors could use the network 
owned by Israel Electric 
Company, the state-owned 
monopoly. 










UN envoys seek way 
out of Iraq impasse 


By Michael Littlejohns 
at the UN and Bruce Clark 
m Washington 


Lakhdar Brahimi, an Algerian, is part of ON Chief Kofi 
Annan’s diplomatic Tni«inn to Baghdad 


Tensions between Iraq and 
the United Nations yester- 
day eased slightly with a 
despatch of a diplomatic mis- 
sion to Baghdad to seek the 
resumption of UN weapons 
inspections. 

The inspections were 
halted last week after Presi- 
dent Saddam Hussein 
demanded the removal of all 
American inspectors. Yester- 
day Iraq again refused to 
allow American experts into 
a missiles site. Separate 
inspections by chemical and 
biological weapons inspec- 
tors were also called off. 

Security Council members 
were summoned to a meet- 
ing last night at which Kofi 
Annan, the Secretary Gen- 
eral. was expected to report 
on his efforts to resolve the 
crisis. Earlier in the day. he 
received Iraq's assent to his 
appointment of three highly 
experienced diplomats as his 
personal envoys. 


They are Lakhdar Bra- 
himi , a well known trouble- 
shooter for the UN from 
Algeria; Emilio Cardefias, a 
banker wbo was until 
recently Argentina's UN del- 
egate; and Jan Eliasson, a 
Swedish diplomat and for- 
mer bead of the UN depart- 
ments of humanitarian 
affairs. 

A UN spokesman said they 
would arrive in Baghdad 
today to deliver a message 

from Mr Annan. The US had 

objected to sending the mis- 
sion but relented after 
obtaining assurances there 
would be no negotiations as 
such. "We're not interested 
in dialogue, we're interested 
in compliance,” said Mike 
McCurry. White House 
spokesman. 

Baghdad has complained 
that Richard Butler, the new 
head of the UN inspection 
commission charged with 
eliminating Iraq's deadliest 
weapons, breacbed under- 
standings regarding access 
to "sensitive” sites for 
which advance notice 


was previously required. 

Andrew Lloyd, British del- 
egation spok e sman, said last 
night that Iraq's Ust of so 
called Presidential and other 
sensitive sites had “grown 
lik e Topsy." The aim now 
was to get back to the core 
of the issue, “which is that 
the commission has uncondi- 
tional access.” 

Diplomats yesterday 
stressed the need to bolster 
unity among the 15 members 
of the Security Council. live 
of whom - France, Russia, 
China, Egypt and Kenya - 
abstained on a resolution 
last month threatening far- 
ther sanctions against Iraq 
for blocking inspections dur- 
ing the summer. This frac- 
turing of previous cohesion 
is widely blamed for the new 
confrontation by Baghdad. 

Influential US legislators 
said yesterday Washington 
should be prepared to act on 
its own against Iraq if neces- 
sary. "We will use whatever 
means necessary,” said Sen- 
ator Tom Daschle, senior 
Democrat in the Senate. 


Every night at Hyatt 


tarings you closer to even more 
award nights or flights. 


Nights 

it:- 4 ; S*#" 1 > 4ctL4.tr 

A_ F ter 

Nights. 


’ ; n /h -f • vs. •• • :■ ■ ■ 

; * :<v - ZWT*. * 02,000 Bonus Miles Or 2,000 Bonus Kilometres 





Miles Or 4/MJO Bonus Kilometres 


8 Nights 


L «* ■ 


3 Weekend Nights 

Or 6,000 Bonus Miles Or 6JQ00 Bonus Kilometres 

•tr /■ -V • • 


During Nights After NightsT all you need, is Hyatt Gold Passport 9 and one of our 
supremely soft feather pillows to put you on the fast track to a weekend getaway. 

The more eligible nights* you stay at Hyatt Hotels and Resorts’ between 
15 November 1997 and 28 February 1998, the more weekend nights you’ll earn (up to 
three). Or, if you prefer, you can redeem your award certificate for up to 6,000 bonus 
miles/kilometres with one of our participating global airline partners. 

Participating in Nights After Nights is easy — just enroll in Hyatt Gold Passport, 
our worldwide frequent guest programme. Membership entitles you to special benefits and 
recognition while earning points redeemable for upgrades and other travel awards. 

Get started on a great getaway 
with Nights After Nights. Enroll 
now in Gold Passport by calling 
(44) (181) 335-1220 in Europe and 
(852) 2956-1234 in Asia/Pacific. 

Or enroll on the internet at 


Travel with the American Express 9 Card and enjoy 
Cartbnember privileges like assured reseniztions to 
guarantee your room, even if you arrive fates With 
more than 1,700 Travel SerxHce locations in over 130 
countries, ** the American Express worldwide network 
can also assist you with travel arrangements, letter 
pick-up, and American Express Travelers Cheques. 
It's smart business to make the American Express 
Card your constant travel companion. To apply 
for the Card, call 1-800-THE-CARD, or i •isrt us at 
www.americanexpress.com. ’Ask your fnnW planner for 

details. "Not all services available 
at all Travel Senice locations and 
ore subject to local laws and cash 
mm— mm Cards availability. 



www.goldpassport. com 



TERMS AND CONDITIONS: ‘For yam irigto fti ipahfy fin this offer, .row row be a GcU Puspo rr m o mbtr iPui pmnJe your Gobi flayiW atwinff number at time iacTnttim pnd anJ 

par an Bbgiilt rvt* far fV*r aa, Qvatijyhig wgte muu occur berwtrn 15 November 199? ami 28 February JM& as verifieJ fry lioi-our data Mtmben paying tor muhiple nvnu will cam crolii 
for one room only, b aoet of daMt aanpaiWK ml, one member aeaepyrng rip tmn may nww {redo topped ffcj promotion. Award nights Jo not quat/fy. You will wwm single amfieMU 
for the highest award lewd for whirl i t™ quabfY, at mdioaed cm the Nights After frgfa, award chart ChtJr one cerrifiaue may hr turned per person. The maximum award you am torn *s three 
Heart weeken d mghts Or 6JJD0 atrhne boma tmltuUamerm, regartBess of the number cj mgfas ym stay. Nights After Nights awtrrdtoie emtongent on the uu of o Nights After Nights certificate, which 
wiR be sat to ttuaEffmg m e mbers after 6 April I99B. .W hotel mmaliem art u^trt Io aroAiMrrv and mutt br maJe m There are a bmitcdmimbtT of award roomt avertable a: each lecariim. 


Promotional blaebtn if periods may be in effar dating certain time periods. Certificates are iuj valid in conjvnerion with Hrua KscaamN groups, packages, frequent traveller awards 
cv other yrmwri v n y Award crrttficti^rr^ be redemed Jar nriks/kiinnerra ropa m a f u iii ng orriine p i vgra a v n i nhy li^ternher r>. hrtt/itxgn/iyrtifireug mov hfrfifcgw^arpgTrv-rpgri^Wrt^f 

Mo Kb worldwide betw een , h dr and IS Septe mb er 199b or IS November 199b and fj fatimry 1999. Hotel i mwnl not valid at Grand ffy efts." outndr the U and Canada. Hyatf Resorts, Pari Hytai 
Hetrii? or Hyntt Regency Sor. Dirpj. Other restrict tons apply. nxrrw the Term] anJConihrioit} on the award crrripcair and Gold Poopori bivchurc. Hvott Hcnelt and Rocrtif mcmnpcnxs kemeb 

managed. franchised, or operated by two separate groups cfmnptnhi-HyunCarpomacm and Us effihuaes and affiBma of Hum International Corporation. t»l997 Hwut Carp. 













FINANCIAL TIMES TUESDAY 


US Airways 
confirms big 
Airbus order 


By Michael Sfcapoifcer, 
Aerospace Correspondent 


US Airways yesterday 
confirmed its order for up to 
400 Airbuses after reaching a 
five-year pay deal with its 
pilots. 

The order far A319. A220 
and A321 aircraft is the big- 
gest Airbus has ever won 
and is a significant victory 
fbr the European consortium 
in the US market, which is 
dominated by Boeing. 

US Airways has placed 
firm orders for 124 aircraft, 
with a list price of about 
SSbn - although the airline 
will have won a substantial 
discount because of the size 
of the purchase. Options or 
orders to be confirmed bring 
the total to 400 aircraft. 
Deliveries will begin next 
year. The aircraft, which 
carry between 124 and 185 
passengers, will be powered 
by CFMI engines, built by a 
joint venture between Gen- 
eral Electric of the US and 
Snecma of France. 

US Airways said it had 
chosen. Airbus rather than 
Boeing because the A320 
family was Quieter and gave 
passengers a greater sense of 
space. Airbus is owned by 
Aerospatiale of France, 
D aiml er-Benz Aerospace of 
Germany, British Aerospace 
and Casa of Spain. 

The order was placed a 
year ago but Stephen Wolf, 
US Airways' chairman, said 
it would not go ahead unless 
the company's pilots agreed 
to a five-year pay deal which 
would allow the company to 


cut its costs. Mr Wolf 
warned that If the pilots did 
not agree to the deal. US Air- 
ways had no future as a 
Large airline. 

The airline said yesterday 
the agreement with the 
pilots meant it could now 
pursue an ambitious interna- 
tional expansion plan. Mr 
Wolf said: "We have taken a 
major step towards becom- 
ing a global competitor." 

The air ifriP was talking to 
both Airbus and Boeing 
about baying new wide-body 
aircraft. The Jets under con- 
sideration were the Boeing 
777 and the Airbus A33Q, 
both twin-engined aircraft 

US Airways, which earlier 
this year its alliance 
with British Airways, said it 
planned to extend its trans- 
atlantic services. It had 
asked the US department of 
transportation for permis- 
sion to fly to Milan from ftS 
h omo base in Philadelphia. It 
also plans to re-enter the UK 
market next year, with 
twice-daily flights between 
Philadelphia and London's 
Gatwtck airport. It already 
flies from Philadelphia to 
Frankfort, Madrid , Munich 
and Paris. 

The aVrllno plans to build 
a $3Q0m terminal in Philadel- I 
phia to accommodate its 
Increased transatlantic ser- 
vices. 

The agreement with the 
pilots also allows US Air- 
' ways to set up a low-cost alr- 
line-within-an-airiine to com- 
pete with cut-price carriers 
such as Southwest Airlines. 
Boeing, Second Section 


Vietnam Austrians 
and US in win 
pact on airport 
investment contract 


By Jeremy Grant in Hanoi 
and agencies 


By WBHam HaUbi Zurich 


Vietnam and the US will 
sign a pact promoting closer 
economic ties within the 
next week, a Hanoi govern- 
ment official said yesterday. 

The Overseas Private 
Investment Corp- 
oration (Opic) accord, a step 
towards full economic 
normalisation between the 
former foes, would be ini- 
tialled during a November 
4-11 visit to the US by Tran 
Xuan Gia, Vietnam's minis- 
ter of planning and invest- 
ment, the official added. 

But US diplomats said the 
deal would yield no practical 
results until a presidential 
waiver necessary for its 
implementation was 
granted, which diplomats 
said was possible by the end 
of this year. 

The prime beneficiaries 
are US companies which still 
lack federally -backed insur- 
ance cover to safeguard their 
Investments in Vietnam, 
which would be provided by 
Opic - a US government 
agency which insures or 
guarantees American private 
capital investments In devel- 
oping nations. 

Tbe likely deal comes 
despite questions over 
labour practices in Vietnam. 

Opic is prohibited from 
supporting investment in 
nations that fall to meet , 
international labour stan- 
dards. such as the right of 
association, the right to bar- 
gain collectively, a minimum 
age for child labour, prohibi- 
tion of forced labour and cer- 
tain wage, health and safety 
standards. 

"We've arrived at an 
agreement on a text," a US 
diplomat said. 

However, he added that 
even if a pact was signed, it 
would have no practical 
effect without a presidential 
waiver of the Jackson-Van- 
nick amendment, which 
blocks Most Favoured 
Nation (MFN) trading status 
far countries that deny their 
citizens the right to emi- 
grate. 

Sources said that a waiver 
of tbe amendment was likely 
to be in place before the end 
of this year. 

Robert Schiffer, Opic’s 
vice-president, was quoted 
by the Saigon Times newspa- 
per last week as saying his 
agency would primarily 
assist US companies to 
Invest in industries such as 
electric power, energy and 
teTego mmimicaticHM- 
Figures issued by the Viet- 
nam government last month 
showed that the US ranked 
sixth among foreign inves- 
tors in Vietnam, with some 
$l- 2 bn committed fbr 70 pro- 
jects. 


Flughafen Wien, operator of 
Vienna's main airport, 
wan a SchSdbn ($314x0 con- 
tract to double the capacity 
of Istanbul airport by build- 
ing and operating a new 
international terminal to 
handle 14m passengers a 
year. 

The terminal, which 
includes a multistorey car 
park, will take 30 months to 
build and is due to start 
operations on a 340,0000 
square metre site in June 
2000. Last year Istanbul-Ata- 
tflrk airport, Turkey's big- 
gest, bandied 115m passen- 
gers and is operating at near 
fall capacity. 

Flughafen Wien, which 
has taken a small stake in 
the project, bas been given 
tbe right to operate the new 
terminal for just under four 
years after which ownership 
will transfer back to tbe 
Turkish government 

Siegfried Gangl, Vienna 
airport’s head of Interna- 
tional relations, said that 
most of the world's 400 big 
airports are stale-owned aid 
losing money - with the 
result that they cannot 
afford to invest in expanding 
capacity. 

Flughafen Wien, partly 
privatised In 1992, is me of a 
number of airports compa- 
nies, including Britain’s 
BAA and Holland’s Schiphol, 
which are keen to cash in on 
the worldwide boom in air- 
port privatisation. Last year 
Vienna lost out in the com- 
petition to buy Australia’s 
Melbourne airport and it has 
been anxious to secure a 
high-profile project where It 
could demonstrate its «wns 
in international airport oper- 
ation. 

Although it will have the 
contract to operate Istan- 
bul's international terminal 
fin* less than four years, Mr 
Gangl says that the project 
will make money. Some 80 
per cent of the project will 
be debt financed with SBC 
Warburg and Turkey’s KSr- 
fez ftwV providing tbe finan- 
cing. The bulk of the equity 
will be contributed by tbe 
Turkish partners, Tepe Con- 
struction and Akfen Engi- 
neering Consultancy. 

At last Friday's ceremony 
marking the start of the con- 
struction of the new termi- 
nal, Mesut Yflraaz, Turkey's 
prime minister, said the 
“build-operate- transfer” sys- 
tem was an ideal way of fin- 
ancing new infrastructure 
projects in an economy 
where inflation is running at 
90 per cent a year. The new 
terminal wfll be built an tbe 
European side of Istanbul 
and there are also plans to 
build a new airport on the 
Anatolian side of Istanbul. 
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Indian cellphone operators face long 


»!*% 


Below-target 
revenues mean 
a shake-out is 
coming, writes 
Mark Nicholson 


A story ia doing the 
rounds of India's 
cash-strapped cell- 
phone operators. A 
well-heeled Indian strolls 
into a hotel lobby talking 
intently into his cellphone - 
when, rather embarrass- 
ingly. it rings. Tbe tale epit- 
omises the predicament of 
India’s recently established 
cellphone joint ventures: 
while middle 

are taking to cellphones, 
they have not actually taken 
to wring them wndh 
Similarly, a number of 
cellphone operators recently 
decided to charge extra for 
the facility of having the 
wiilphn nn display the incom- 
ing caller’s telephone num- 
ber. Operators found many 
users were noting the incom- 
ing number without answer 
ing the call - for which they 
would be charged - and then 

hflHr over a efiAfl jw 

landline. 

"The injiian co nsum er 
turned out to be very, very 
price sensitive," said one 
chief e xecut iv e. 

In the two years since 
India’s first cellphone ser- 




Bombay stockbrokers on their mobile phones. But b anybody listening? 


vices started in Delhi,' Bom- 
bay, Calcutta and Madras 


systems, drew in Interna- 
tional telecoms groups 


almost 600,000 people have fadnding Nynex, AT&T, US- 
bought handsets, most in West erf the US, Bell Canada, 


Delhi (200,000 users) and 
Bombay (150,000). Services 
are just st a r tin g elsewhere, 
fruit of the ambitious auc- 
tions begun two years ago in 
which the gove rn ment 

offered cgTjphm ta Ueanf<^ for 

two competing foreign-ln- 
diar> joint ventures In each 
of 22 "circles", each roughly 
equivalent to India’s states. 

The auctions, which 
required Indian companies 
to team up with foreign tele- 
coms operators with experi- 
ence of managing cellular 


Singapore Telecom and Tel- 
stra, the Australian group, 
and later, through acquisi- 
tion of shares In the Delhi 
..operators, British Telecom 
and Swisscom. Some 42 cell 
n e t works are now operating 
or starting services in India. 

But while-many operators 
are meeting targets for the 
number of subscribers, 
usage rates - and revenues 
- are well below forecasts. 

These are as little as half 
operators’ expectations, 
according to TVRamachan- 


dran, executive vice-chair- 
man of thp. CeUtular Opera-, 
tors Association of India 
(COAI). Urban operators, he 
says, had expected average 
monthly use of 2SQ minutes 
per subscriber at an average 
tariff (tariff writings are fixed 
by the government) of Rs95 
a minute yielding around 
Rs2£Q0 ($69). “Actuals are 
different, even In tHo cities 
we are struggling with aver- 
ages of Rsl,000 a month,” 
Said Mr UflTTmpharitlryTv “So 
revenues are only 40 per 
cent, while of course costs 
are no lower than expected." 

Moreover, late payments 
and heavy rates of d^fa* 1 ** 


have compounded, such 
woes. One Mg- city operator 
with 90,000 users on its 
books said it has discon- 
nected 15,000 subscribers in 
the year, 80 per cent for 
not paying their bills. - 

The resulting cash squeeze 
- waning just as operators 
are investing heavily to 
start-up marketing and 
Installation costs - has sent 
die COAI scurrying to the 

pw pmnwnt for c o n c essions. 

The association wants a 
rise In the government-fixed 
Tnrmtiiiy rental fee of RsI58 
to Rseoffand an extension erf 
the licence period from 10 
years to 15. “Itmakes all the 
difference in tbe world to 
show the banks projected 
cashflow over. 15 rather than 
10 years,” said one- chief 
executive. 

Operators also want a two-_ 
year moratorium" on pay- 
ingthe licence fees. 

The COAI is hatching its 
own. short-term, remedies. Mr 
Ramachandran says the 
operators are in “advanced 
talks" with big cellphone 
handset wmimra for a bulk 
collective purchase of up to 
60 J )00 telephones, sufficient 
to provide ' a discount 
enabling operators, to pass 
on handsets at more afford- 
able prices. "If prices come 
down to around Rss.OOO 
each," said Mr Ramachaa- 
dran, "We can break the 
market" • 


Meanwhile* vlrahaa eon. 
surnets are enjoying*- mar- 
keting war among rival oper- 
ators. Most now .offer 
pre-paid phonacafdv one 
Tr reftT* of cutting e rtmfatymft . 
tion and bad debts. 

And consumers .win be the 
eventual winners: By 2080. 
there are expected-to beret 
least 3m users. The loam*, 
however, may be several, of 
the joint ventures - even ff 
the government grants the 
concessions sought by the 
COAL 

"Many of the partnerships 
are already in trouble,” said 
a foreign cellphone execu- 
tive. "Most of the Indian 
partners .are inexperienced 
and most of them don’t have 
deqp enough pockets for the 
investment needed. A lot of. 
players bid money they 
didn’t have to win licences 
anri now don’t look likely to 
recover that freon the mar- 
ket” 

Many are expecting a 
shake-out among cellphone 
operators. For the braver 
and more financially muscu- 
lar, this offers the prospect 
of buying out ailing licens- 
ees and expanding across 
India. And the first wave 
may not be long coming. 
"We’ve already been 
approached by a number erf 
licence holders. The pattern 
of ownership of licences will 
look very different in two 
years," said one executive. 
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Conservative EU rebels face hard line 


By David WJflhton. 

PoWcal Correspondent 

The Conservative party 
leadership yesterday sig- 
nalled its determination to 
take a hard line against pro- 
European rebels amid warn- 
ings that the party faced the 
danger of a complete 
break-up. 

Lord Parkinson, the oppo- 
sition party's chairman, 
turned up the pressure on 
the pro-Europeans led by 
Michael Heseltine, the for- 
mer deputy prime minister, 
by making clear that they 


would be expected to vote 
against the bin which rati- 
fies the European Union's 
Amsterdam treaty. 

Although the party busi- 
ness managers have yet to 
decide whether the vote will 
be the subject of a three-line 
whip [the strongest coercion 
on-MPs to vote in the House 
of Commons] Lord Parkin- 
son said it would be 
“extremely difficult for any- 
body to justify not support- 
ing the party line”. He 
pointed out that in the 
treaty the government 
agreed to end the UK’s opt- 


OUt of the social chapter 
which was explicitly opposed 
in the Conservatives' elec- 
tion manifesto. 

However, a number of pro- 
European Conservatives 
have indicated their inten- 
tion of voting with the gov- 
ernment,- provoking increas- 
ingly outspoken attacks 
from the Eharosceptics. 

Alan Clark, the outspoken 
MP; yesterday called on the 
pro-Europeans to shut up or 
get out - 

“If they, won’t shut up, 
then they should leave the 
Conservative party,” be said. 


The party leadership is 
also under increasing pres- 
sure to discipline Peter Tem- 
ple-Morris, the pro-European 
who considered detecting to 
the governing Labour party 
after holding several meet- 
ings with Tony Blair, the 
p rimp minister , 

Kenneth Clarke, the for- 
mer chancellor of the exche- 
quer and leading pro-Euro- 
pean, yesterday insisted that 

he had no intention of split- 
ting the party. But he 
repeated his opposition to 
the shadow cabinet policy - 
ruling out UK entry into the 


European single currency 
for 10 years - and predicted 
that the Conservatives 
would not become “a Euro- 
sceptic party”. 

' The Confederation of Brit- 
ish Industry, the principal 
employers' organisation, yes- 
terday underlined the fears 
of the Conservative pro- 
Europeans that the party 
risks losing the support of 
business by repeating its 
opposition to the shadow 
cabinet policy. Adair Turner, 
the CBI’s director-general, 
said the organisation judged 
the parties on the basis of 


individual policies and saw 
no justification for ruling 
out membership of the single 
currency for 10 years. 

• The Labour party and the 
opposition Liberal Demo- 
crats will today discuss tac- 
tics for a cross-party cam- 
paign to promote the single 
currency, at a second meet- 
ing of the new joint cabinet 
committee. The parties are 
expected to discuss ways in 
which Britain can send out a 
positive message over Brit- 
ish membership of the Euro 
during the UK presidency 
next year. 


Business activates plans to beat French blockade 

^SpStcSJ^pSldert Supermarkets, manufacturers and hauliers well prepared for lorry drivers’ dispute 


British supermarkets, 
manufacturers and hauliers yester- 
day activated long-prepared pinna 
to beat the French blockades. 

Their responses ranged from re- 
routing trucks to non-French ports 
to moving shipments from road to 
rail and ship. Many had already 
increased shipments to customers 
or brought forward consignments 
from suppliers over recent weeks. 

“Some companies have ' laid 
pretty complicated contingency' 
plans, so we wont be seeing empty 
shelves," said John Hix, campaig ns 
manager of the Freight Transport 


Association, representing 12,000 
shippers and banllers. 

Supermarkets group J Sainsbury 
said it had reserved additional 
space on freight terries freon Bilbao 
.In northern Spain to bring in citrus 
fruit and other fresh produce, dt- 
' rus fruit will also be brought In by 
train from Spain. ■ ■ 

French wines and fresh produce 
had been ordered in advance and 
were now stocked in warehouses In 
the UK. Sainsbury said it had no 
plans to air freight inward consign- 
ments. Supermarkets group Asda 
said it had. also taken additional 


space on ferries from Spain. The 
store group Safeway said it was 
re-routing shipments from Italy 
away from French parts to Ostend 
in Belgium. 

Kodak, the photographic group, 
said it had switched from road to 
Channel tunnel rail freight to move 
consignments of film, paper and 
chemicals from the UK to finishing 
plants and customers in Spain and 
Italy. The Channel tunnel connects 
En gland and France. The company 
said it would move one or two con- 
tainer loads of products a day to 

mainland Europe. - 


Hoad haulage companies said 
they were using their experience of 
previous strikes to avoid hold-ups, 
though they acknowledged that 
blockades could appear 
unexpectedly. 

“Many of our drivers are on their 
third campaign after the problems 
in 1892 and 1996 so they have a 
good idea of where the pinch 
points are," said Peter Den by, man- 
aging director of Denby Transport, 
which operates 40 tractor units and 
100 trailers from eastern England. 
Denby contacted all its customers 
in France and Spain six weeks ago. 


asking them to order early. Most 
brought orders forward to October. 

The company, which transports 
chpmii-fliq machinery and textiles, 
has yet to receive compensation for 
the delays it suffered last year. It is 
unlikely to be covered by its strike 
insurance policy this time because 
the disruption was signalled well 
in advance, said Mr Denby. 

The ferry companies P&O Euro- 
pean Ferries, Stena Line and 
SeaFrance said they would switch 
sailings to Ostend and Zeebrugge 
in the Netherlands if Calais and 
other French ports were blocked. 



UK NEWS DIGEST 

Transport link 
delay feared 

The extension of London Underground's Jubilee line, a 
key transport link for the Millennium Dome project in 
Greenwich, may not be ftilly operational before 2000. said 
rail and engineering industry managers close to the proj- 
ect. 

Restricted capacity on the EL75bn ($4.5bn) extension, 
which is Intended to bring one in three visitors to the 
dome, would cause problems because the visit is planned 
as a “non-car event", said Millennium Experience, the 
organisation in charge of the project 
A Millennium Experience spokesman denied any know- 
ledge of delays while London Underground insisted that 
the li-mile link between London’s West End. Canary 
Wharf in Docklands and Stratford in east London would 
meet its deadline of opening at the end of September 1998. 
But managers close to the project said it appeared 
unlikely the advanced signalling system would be ready 

in time. Charles Batchelor 

■ MUSIC RETAILING 

Internet record plans on hold 

Virgin Megastores and HMV. two of the country's largest 
music and video retailers, have delayed plans to launch 
internet record stores until next year. Both companies 
have been developing ambitious proposals for UK ver- 
sions of fast-growing US online retail operations, such as 
CD Now and Music Boulevard, which sell music, videos 
and related products over the internet 
Virgin, part of the WH Smith retail group, bad planned 
to unveil an internet site this autumn from which con- 
sumers could order the 140,000 products sold at its flag- 
ship store on London's Oxford Street 
Neil Boote, marketing director of Virgiu/Our Price, said 
the launch had been postponed until “January at the ear- 
liest". One reason for the delay is the uncertainty over 
Virgin /Our Price's future ownership, following WH 
Smith's announcement that it intends to sell its control- 
ling stake in the company. Alice Rau'sthom 

■ DROUGHT WARNING 

Consumers may face restrictions 

Consumers in south-east England and East Anglia will 
face restrictions on water use next summer if the weather 
re mains unusually dry this winter, the Environment 
Agency warns in a report published today. 

The report reveals drought contingency strategies 
which water companies in the affected areas have drawn 
up at the agency's request. Some companies are already 
considering hosepipe bans, along with applications to the 
agency for extensions of their licences to abstract water 
from rivers. The agency said bans on non-essential uses of 
water such as car washing might also be necessary. 

The report says that the last two and a half years have 
been the driest since records began In 1766. The average 
rainfall in England and Wales over the last 30 months has 
been nearly a fifth lower than average. Michael Peel 

■ TRADES UNION CONGRESS 

Offer over industrial injuries 

The Trades Union Congress has claimed it could save the 
government up to £5bn fS&3bn> a year by helping to rep- 
resent all employees who are injured at work - whether 
or not they are union members. John Monks, the TUC’s 
modernising general secretary, said that anyone off work 
because of injury should be able to claim compensation or 
treatment through a union rather than rely on the gov- 
ernment. 

Mr Monks will put the proposals to ministers over the 
next few weeks. “Insurers and unions have indicated, a 
substantial level of agreement on the principle of the pro- 
posals. although I am well aware that the devil may be in 
the detail," he said. Andrew Bolger 

■ ANTI-HUNTING BILL 

Government confirms non-support 

The government yesterday moved to quash speculation 
that it would actively support proposals to ban fox-hunt- 
ing. The wild mammals (hunting with dogs) bill, pub- 
lished today, is scheduled for a free rote in the House of 
Commons on November 28, where it seems likely to be 
supported by most MPs. 

But amid rumours to the contrary, the government 
repeated it would not provide the extra parliamentary 
time needed to prevent the bill being “talked out” by 
opponents. 

Government officials are concerned the controversial 
measure could block Dagship legislation - particularly on 
Scottish and Welsh devolution. Liam Halligan 


Manufacturing 
exporters report 
higher orders 


By Richard Adams 

The growing economic 
recovery in Europe has 
breathed new life into UK 
export order books, accord- 
ing to the latest survey of 
manufacturers. 

Almost one in four manu- 
facturing exporters reported 
higher orders from overseas 
during October, the Char- 
tered Institute of Purchasing 
and Supply survey showed. 

The institute's index of 
purchasing managers bad 
been showing falling export 
orders since June. Similar 
surveys by the Confedera- 
tion of British Industry, the 
employers' organisation, and 
the British Chambers of 
Commerce have also shown 
sharp falls in exports, as the 
strength of sterling's appre- 
ciation made UK goods more 
expensive on overseas mar- 
kets. 

The index, based on data 
from purchasing managers 
controlling budgets worth 
£750bn ($lJ245bn'i a year, also 
showed continued strong 
domestic demand, but gave 
mixed signals on prices. The 
survey gives few clues as to 
the chances Of another inter- 
est rate rise by the Bank of 
England, the UK central 
bank, when its monetary 
policy committee meets 


tomorrow and Thursday. 

The overall index rose to 
53.7 in October, indicating a 
Caster rate of growth in man- 
ufacturing than September's 
index of 52.7. But the Bank 
of England is more con- 
cerned about overheating in 
the service sector rather 
than manufacturing, which 
has been subdued in recent 
months. 

Output by manufacturers 
increased slightly last 
month, but continued to fall 

over the last three months. 

Manufacturers reported 
Increased consumption of 
raw materials, while input 
prices continued to falL 

The rebound In export 
orders will surprise many 
economists, who have pre- 
dicted a meltdown in UK 
export prospects since ster- 
ling made its rapid rise 
against other European cur- 
rencies in August last year. 

However, the pound has 
Fallen off its peaks earlier 
this year, easing pressure on 
exporters, while continental 
Europe has started moving 
out of recession. The insti- 
tute said: “Strengthening 
economic expansion in 
Europe has helped boost UK 
export volumes and partially 
offset the negative influence 
of the exchange rate on over- 
seas demand.” 
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M inis ter to end aid 
and trade scheme 


By David Buchan 
and Liam HaIJigan 

Britain's £73m ($12im) 

annual “aid and trade pro- 
gramme'* is to be abolished, 
weakening the link between 
overseas development assis- 
tance and contracts for UK 
companies, Clare Short, the 
international development 
secretary, said yesterday. 

Details of the govern- 
ment's proposals for future 
aid relationships will be 
unveiled tomorrow by Ms 
Short, in the first policy 
paper on overseas aid for 22 
years. 

Speaking to the Associa- 
tion of Foreign Affairs Jour- 
nalists. Ms Short insisted the 
paper would underline her 
department's desire to “work 
with the private sector”, 
reciprocating the desire of 
much of UK business “which 
wants to be seen as ethical”. 

She said the paper would 
commit the government to 
reversing the decline in the 
aid budget under Conserva- 
tive administrations, “redi- 
recting resources to poverty 
eradication, education, 
health and recognising the 
developmental role or 
women". 


Officials said the depart- 
ment bad concluded that 
ATP was not the most effi- 
cient use of British aid. 

It win be replaced by a raft 
of initiatives to support 
business in developing coun- 
tries. 

However, many companies 
which benefit from ATP. as 
well as politicians from both 
main parties, are likely to 
argue that the abolition 
will damage prosperity at 
home. 

Since 1978, Trafalgar 
House has received £164m in 
ATP contracts, with GEC 
winning £i54m and Balfour 

Beatty £106m_ 

Dale Campbell-Savours. a 
former front bench Labour 
development spokesman, 
last night said he was 
“against a blanket ATP 
ban". 

“Transport infrastructure 
is the main British export to 
many developing countries 
and if our export-oriented 
firms are squeezed they will 
shed jobs,” said Mr Camp- 
bell-Savottrs, in whose con- 
stituency British Steel man- 
ufactures railway lines for 
export 

ATP has been in Labour’s 
firing line since the previous 


government used it in 1988 - 
against the advice of the 
then overseas aid adminis- 
tration - to enable UK con- 
tractors to win the contro- 
versial Perga u dam contract 
in Malaysia. 

The government has 
upgraded aid by making it 
the responsibility of the 
Department for Internationa] 
Development a new cabinet- 
level body. 

Ms Short acknowledged 
this had created some 
“boundary” conflicts with 
other ministries, but the 
department had now “got 
over its teething problems 
and is a very healthy adoles- 
cent”. 

The World Development 
Movement, the campaign 
which criticised the Conser- 
vatives over the Pergau Dam 
affair, gave the policy paper 
“one out of 10". 

“The ATP programme 
accounts for only 10 per cent 
of all tied aid," it said. “More 
than £5 00 m of Britain’s 
£ 1 . 2 bn bilateral aid budget is 
still used to makp poor coun- 
tries buy British.” 

This view was dismissed 
by the international develop- 
ment department as “utterly 
wrong”. 


Race against world to capture investors 

North-east region faces widening threat to its success with overseas companies 

S °^ here in Where the jobs are coming front tte ita«7ta < c£?to 

north-east England, an Harris, chairman of the Brit- 

overseas investor with Foreign investment m the UK, 1996-97 

Country Total Investment totals 


S omewhere in 
north-east England, an 
overseas investor with 
a manufacturing base is 
deciding whether to expand 
at its existing site or move 
to Hungary. 

The Northern Develop- 
ment Company, which is 
behind much economic 
regeneration in the 
north-east, is following the 
deliberations of the com- 
pany - whose name it is 
keeping confidential - with 
some concern bnt little 
surprise. 

Based In the region’s prin- 
cipal city of Newcastle upon 
Tyne, NDC - which led the 
north-east's capture of sub- 
stantial projects by big- 
name investors including 
Siemens, Samsung and 
Fujitsu - has a formidable 
inward Investment record. 
In its ll-year history, it has 
attracted more than 520 pro- 
jects worth more than 
£&8bn (Sl4.6bn), creating or 
safeguarding 75,000 jobs. 

NDC has influence too, 
and a shrewd sense of tim- 
ing. The government’s 
search for a concordat to 
prevent UK regions outbid- 
ding each other for inward 
investment - and the House 
of Commons’ Treasury com- 
mittee's decision last week 
to reappraise the Barnett 
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2.704 
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public spending formula, 
which favours Scotland and 
Wales - are the result of 
NDC lobbying. 

But the company says that 
behind the fight between the 
regions is a wider concern - 
that the emergence of new 
locations worldwide will 
threaten the UK’s success, in 
winning inward investment 

“We believe we have to 
secure as much foreign 
direct investment for the 
north of Eng land over the 


next five to 10 years as we 
can, because after that it 
will become very difficult," 
says David Bowles, NDC*S 
operations director. 

According to tbe latest 
Invest in Britain Bureau fig- 
ures, tbe UK remains the 
developed world's second- 
biggest recipient of inward 
investment after tbe US. In 
1996-97, the UK attracted 40 
per cent of US investment 
into the EU and more than 
40 per cent of that from 



»• f " : 



~,L: & ~ 

— 


. .. ' * ■ 

‘ ,■ -V ■ : 


,«*r : " : *.v..vp 

i'K ’ ' ' : : i.- 




w: • 

* : VMM : 

..'HA WK: 

■ 7 ZjjSEW-' y . „r. - 


- SSSBS ” 


- 

■ ■ A 1 :,. ■' 

, ..... 

• ur. 


It’s easy to Find Milton Keynes: situated on the 
M 1 , at the heart of one of the UK’s most effective 
communications networks, midway between London 
and Birmingham. CNT, England's largest 
owner of development land, can give 
you access to this strategic location, one of 
the country's most important regional 
business centres. 

However. Milton Keynes is far more than 
this. It also enjoys a truly outstanding 
quality of life. 

The town is surrounded by 
open countryside and offers a wide 
range of sports and leisure pursuits. 

There is a splendid selection of high 
quality homes at reasonable prices, and 
excellent shopping and educational 
facilities. As a place to live as well 
as a place to succeed, few towns 
can match what Milton 
Keynes has to offer. 

A superb choice of prime development locations 
and modem office premises is readily available. 

Talk to CNT. We’re ready to help you find business 
success here in Milton Keynes. 
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W towns offer suck a superb choice of office space, from small suites 
• to major company HQ. These premises, in a gride variety of styles are 
V” very competitively priced. ■ 






Millon Keynes offers a better quality of life in a green envfrorunsni free of The countryside around Milum Keyttesa&owsym to enjoy the hLsaHifestyle 
traffic congestion. Leisure pursuits nutge from g}lf to sailing of an Entfish village. 


LOCATIONS MADE FOR BUSINESS SUCCESS. 


CNT SELLS LAND FOR THE DEVELOPMENT OF BUSINESS PREMISES IN KEY LOCATIONS THROUGHOUT ENGLAND. 


ASK ABOUT ♦ DEVELOPMENT SITES. ♦ FAST-TRACK PLANNING. ♦ CONFIDENTIAL AND COMPREHENSIVE SERVICE. 

CALL 0800 721 721 FOR DETAILS 

e-mail: m3iketiag@cm.arg.uk Internet: http://www.cnt.aig.uk 



Japan and Asia. The value 
of foreign-own ed investment 
stock in the UK Is estimated 
to be nearly £i60bn- 

However, in the last cou- 
ple of years, central Euro- 
pean countries - especially 
the Czech Republic, Poland 
and Hungary - have seen 
inward investment as a 
quids route to building their 
economies. On offer are low 
labour and site costs and 
attractive tax regimes. 

Larking behind the cen- 


tra! European challenge is 
the threat from China. Ian 
Harris, chairman of the Brit- 
ish Textile Machinery Asso- 
ciation, says that additional 
capacity being set op over- 
seas tends to [to to China, 
‘ton the basis that that’s the 
coming market". 

Mr Harris - chairman or 
Boons Machine, a Gates- 

head-based textile machin- 
ery manufacturer - adds 
that highly subsidised prod- 
ucts. often produced by Ger- 
man manufacturers with 
Czech Republic plants, are 
currently worrying many 
association members. 

But LIcw Avlss. president 
of the North Bast Chamber 
of Commerce and personnel 
director of Siemens' new 
North Tyneside semiconduc- 
tor plant - the north-east's 
most recent big inward 
investment - says that the 
most critical issue remains 
tbe availability of skilled 
and trainable employees. It 
is on this, he believes, that 
the UK must focus. 

-It's what people can con- 
tribute rather than what 
they cost which very often 
makes the difference." he 
says. 

“It's the people side which 
will make or break it” 


Chris Tighe 


Government is 
urged to back 
exports actively 


By David Wighton, 

Political Correspondent - 

The government should take 
an active role in pulling 
together . consortia of UK 
companies to bid for large 
overseas contracts, accord- 
ing to a government-spon- 
sored report published 
today. 

The Export Forum, a 
working party of business 
leaders and civil servants, 
calls for the government to 
move towards the .more 
interventionist approach to 
export promotion adopted by 
some other countries. It also 
believes the government 
should ^select key markets 
and sectors on whkh to 
focus the support budget 

The report’s authors are 
aware there may be. some 
opposition to the idea of the 
government picking export 
winners, bnt argue that busi- 
ness would welcome the 
move which should provide 
better value for money. 

The forum is not propos- 
ing that the government go 
as far as the Japanese minis- 
try of international trade 
and industry in putting 
together consortia foe over- 
seas projects. But it recom- 
mends government be pre- 
pared to get more involved. 


"If it is clear that there is a 
particular partnership that 
would stand a good chance, 
the government ought to try 
to bring the companies 
together and then throw its 
full diplomatic weight 
behind them." said one 
member of the forum. 

The. forum was set up by 
Margaret Beckett, the indus- 
try secretary, in May to 
. review government export 
promotion efforts. Bringing 
together business leaders 
with civil servants from the 
Department of Trade and 
Industry and the Foreign 
Office, the forum has exam- 
ined the effectiveness of 
trade, promotion., trade fairs 
and other export services. 

Although it is generally 
supportive of the existing 
schemes, it concludes that 
they are frequently under- 
utilised. In particular, many 
small and medium-sized 
companies appear unaware 
of the support available. 

The report also questions 
whether the support pro- 
vided for trade fair promo- 
tions is too widely spread. 
"There is a good case for 
reassessing the individual 
fairs to establish whether 
they are worth providing 
support for," said a forum 
member. 
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Pboiofbint has potential to selectively 
target a range of abnormal tissues in 
the borfy, such as diseases like cancer 
or retinal abnormalities. 



^in dmkal studies, the PhotoPoint drug is 
■rM]ccud.and is subsequent retained by 
£ target cells. It remains inactive until 
\ : exposed to a specific wavelength of non-; 
thermal Tedligbz. 
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Light is directed at i he target area. A 
small diodc'based system generates t the 
light, and special devices deliver it within 
the body or on its surface. 



Targeted cells are destroyed fjy an interac- 
tion. between t he drug and tic Jigfcr, with 
minima/ known side effects. Pbotolbint, 
now in clinical trials, is being developed 
as an outpatient procedure 


WHATiIF YOU COULD CREATE A 


DRUG THAT WAS INACTIVE UNTIL IT WAS 


u 


SWITCHED ON” AT THE TARGET SITE? 



’ Doctors ^w^t dmgs powerfiy the problem on its head? 

What if we had a drug that 


eriougji to destroy a disease. But - 
they also seek to leave healthy parts 
of the body unharmed, 

Much of medicine is ah unend- 
fog search for a delicate balance ? 
between these contrary goals* 'a — 
: But what if we just tpmed 


could flow freely throughout the 
body without affecting normal tis- 
sue, and then“tum on”only when 
and where it was needed? Aid what 
if it only required a low-power, non- 
thermal red ligbt for activation? ' 


This is the vision of PhotoPoint ^ 4 
a dramatic new medical procedure 
being deyeloped by Miravant. It 
may give medical practitioners 
a high degree of selectivity and 
control in a minimally invasive 
procedure. 

PhotoPoint may have applica- 


tion for a wide range of condi- 
tions ranging from cancers to eye 
diseases, and is now being tested in 
preclinical and clinical studies in 
the U. S. and internationally. 

We will be telling you more 
about PhotoPoint in the months 
to come. Stay tuned. 


Ixam more about PbotaFbint*and Miravani (Masdaq: MRVT) at vnvw.miravam.com, orcall us at 805-685*9880. 
Jhc company* products require regulatoinf-t^prayal before marketing. 



Miravant 
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BUSINESS AND THE LAW 


Court upholds 
laws on gas 





COURT 


The European 
Court has ruled 
that legislation 
covering the 
*55* import and 
export of gas and 
electricity in 
Spain, Italy, 

France and the 
Netherlands was not in breach 
of the Treaty of Rome. 

The judgments arose out of 
proceedings brought by the 
European Commission against 
Spain, Italy. France and the 
Netherlands on the grounds 
that each member state had 
failed to fulfil its obligations 
under the Treaty. 

The UK intervened in support 
of the Commission's arguments, 
and Ireland intervened in sup- 
port of the defendant member 
states. 

In each case, the Commission 
sought a declaration that by 
reserving to itself exclusive 
import aud export rights for 
electricity and, in the case of 
France, gas, the member state 
in question had failed to fulfil 
its obligations under the Treaty 
concerning the free movement 
of goods. 

In the proceedings against 
Spain., the Commission argued 
that the legislation concerning 
the operation of the national 
electricity system acted so as to 
reserve to the Spanish state, 
through the state owned elec- 
tricity company, the exclusive 
right to import and export elec- 
tricity. 

The Spanish government 
denied that the legislation oper- 
ated in this way, and the Euro- 
pean Court accepted those argu- 
ments, noting that an absence 
of any evidence of international 
trade having taken place was 
irrelevant. The application 
against Spain was therefore dis- 
missed. 

The Italian government 
sought to argue in its proceed- 
ings that electricity did not con- 
stitute “goods” within the 
meaning of the rules contained 
in the Treaty. 

However the European Court 
rejected the argument that the 
import and export of electricity 
were properly defined as ‘'ser- 
vices" under the Treaty, and 
went on to consider whether the 
legislation and arrangements 
which existed in Italy, France 
and the Netherlands were con- 


trary to the rules concerning 
the free movement of goods. 

In each of these three sets of 
proceedings, the Court con- 
cluded that the statutory provi- 
sions and arrangements in ques 
tion were contrary to the 
provision of the Treaty covering 
state monopolies. 

These provided that member 
states should progressively 
adjust any state monopolies of a 
commercial character, so as to 
ensure that by the end of the 
transitional period no discrimi- 
nation regarding the conditions 
under which goods were pro- 
cured and marketed existed 
between nationals of member 
states. 

However. Italy. France and 
the Netherlands all contended 
that the arrangements were jus- 
tified on grounds of general eco- 
nomic interest, and therefore 
were not in fact contrary to the 
Treaty. . 

The Court considered first 
whether the provision of the 
Treaty which provided an 
exception for undertakings 
entrusted with the operation of 
services of general economic 
interest was applicable to the 
provisions of the Treaty con- 
cerned with the free movement 
of goods. It concluded that this 
defence was available in such 
cases. 

The Court then went on to 
examine whether, in relation to 
each of the member states in 
question, the reservation of 
exclusive rights to the state to 
import and export electricity 
and, in the case of France, gas. 
was. on the facts, justified on 
grounds of general economic 

interest- 

in all the cases the Court con- 
cluded that tbe national legisla- 
tion and arrangements were jus- 
tified on general economic 
interest grounds and that the 
development of trade was not 
affected to such an extent as 
would be contrary to the inter- 
ests of the European Union. The 
applications made by the Com- 
mission were dismissed. 

C157-160I94 : Commission v The 
Netherlands, Commission v 
Italy, Commission v France. 
Commission v Spain, ECJ FC, 
October 23 1997. 

BRICE COURT CHAMBERS. 

BRUSSELS 


T he UK’s Takeover Panel 
has renewed its attack 
on the European Com- 
mission's proposed direc- 
tive on takeover bids. 

In a letter to Mario Moati, the 
single market commissioner. 
Alistair Defriez, the panel's 
director-general, has called on 
Brussels to either drop the pro- 
posal altogether or withdraw it in 
favour of a recommendation or 
voluntary code which he says 
could achieve many of the objec- 
tives of the draft directive but 
without its disadvantages. 

The move follows a legal opin- 
ion by leading European lawyers 
which concludes the directive 
fails to satisfy the principles of 
subsidiarity and proportionality 
set out in the Edinburgh Declara- 
tion and enshrined in the subsid- 
iarity protocol of the recently 
signed Amsterdam Treaty and is 
therefore unlawful. 

Brussels claims it is seeking a 
law to regulate takeovers in the 
European Union because member 
states want one. But according to 
Mr Defriez the principle consulta- 
tion exercise on the current draft 
proposal was done in 1993 and 
since then much has changed. 

As Lt was. in 1993 only seven of 
the 19 member states favoured a 
directive - a bare majority. How- 
ever. since then, research has 
shown that 70 per cent of all 
takeovers in tbe EU and 94 per 
cent of all hostile bids take place 
in countries opposed to the direc- 
tive. among them the UK, the 
Netherlands, Germany and 
Ireland. 

Of tbe new entrants to the EU 
since 1993, Sweden and Finland 
are believed to support the UK's 
stance. Tbe member states are 
thus now split almost 50-50, 
hardly a ringing endorsement for 
action, he says. 

He also argues that since 1993 
the general level of takeover 
activity In the EU has risen con- 
siderably and there have been 
several chang es in the way take- 
overs are regulated. 

In 1995 only two member states 
had systems for regulating take- 
overs - the UK and the Nether- 
lands. In 1997 only two countries 
do not have their own system - 
Austria and Luxembourg. So if 
virtually everyone has their own 
system far regulating takeovers - 
both Austria and Luxembourg 
plan their own systems soon - 
what is the purpose of EU action 
in this area, he asks? 

The draft directive is a frame- 
work measure based on five gen- 
eral principles culled from the 
UK's 10 general principles set out 
In the non-statutory City Code on 
Takeovers and Mergers. It is not 
intended to provide detailed har- 
monised rules and yet the pane] 
says it threaten s the UK’s non- 


Defending the code 

The UK’s Takeover Panel wants Brussels to drop its 
proposed directive on bids, says Robert Rice 


OK, WmU OVER THE. BID ?. - .CfMLj 



statutory way of doing things. 
The panel fears that once the 
code is enshrined in statute, take- 
over bids are likely to become 
bogged down In litigation. 

At present tbe approach of the 
UK courts to applications for 
judicial review of tbe panel’s 
decisions is not to intervene save 
in exceptional cases. In the 1987 
Datafin and 1989 Guinness 
the courts made clear that they 
will generally accept the panel’s 
Interpretation and application of 
the code. 

Unless the panel acted unfairly 
to the extent that the applicant 
suffered real injustice, or the 
panel interpreted the code in a 
way which is In conflict with 
principles of equity, or is so per- 
verse as to be inconsistent with 
the ordinary meaning of the 
words in question, they will not 
interfere. 

Tbe panel fears this will 
change once a statutory frame- 
work is imposed. Once the gen- 
eral principles of the code are 
“law” the precise wording of the 
principles win come under closer 
scrutiny from companies 
involved in takeovers. 

As well as rhallpngtng the pan- 
el’s interpretation of the code, lit- 
igants may also be able to chal- 
lenge the way the directive has 
been Incorporated into UK law by 
the government. 

If such challenges were 
mounted in the UK, the UK 
courts might feel obliged to refer 
tbe issue to the European Court 
of Justice in Luxembourg for a 
preliminary ruling, effectively 
placing a block on a bid while the 


matter was resolved. The delay 
Involved in getting a ruling from 
Luxembourg, currently running 
at about two years, would kill tbe 
bid stone dead. 

The panel also fears that judg- 
ments of the European Court 
could fetter its Interpretation of 
the takeover code as Luxembourg 
judgments involving takeovers 
regulated by supervisory bodies 
in other EU states will be binding 
an the panel. 

The Commission argues that 
the UK is exaggerating the risks 
of litigation. It points to other 
directives in this area, such as 
the listing particulars directive, 
and says no real litigation has 
flowed from that 

The panel’s response Is that 
listing is not done on a contested 
basis. Particularly in hostile take- 
overs, the parties and their advis- 
ers willf eel compelled to use 
whatever ammunition is avail- 
able and if they perceive that liti- 
gation. could successfully help a 
party win or frustrate a bid, they 
would use it 

To make matters worse. Mr 
Defriez says. Commissioner 
Monti has recently announced 
that a business tax harmonisa- 
tion measure will be dealt with 
by a voluntary code of conduct 

“It seems very odd to propose a - 
voluntary code for a business tax 
measure but a legally binding 
directive for regulation of take- 
overs" he says. 

The panel’s sense that the . 
Commission may be wavering 
stems from the lack of progress 
on the draft directive. 

Last November the draft came 


under scrutiny by the European 
Parliament in Strasbourg. Exami- 
nation by the legal affairs com- 
mittee led MEPs eventually to 
propose earlier this summer sev- 
eral amendments to the draft 
mostly of a social nature. 

W hile the liberal 
grouping at Stras- 
bourg felt the direc- 
tive was premature 
and should at least be delayed 
until' the Commission had com- 
pleted its wider consultation on 
European company law issues, 
the socialist grouping felt the 
directive should be amended to 
incorporate workers rights, such 
as rights of consultation during 
takeovers and other measures 
aimed at safeguarding jobs. 

The parliament’s proposals 
went to .the Commission in June 
but the Commission has still not 
produced an amended text. Meet- 
ings scheduled last week by the 
Luxembourg presidency for a 
Council- of Ministers' working 
group to consider the new text 
had to be postponed and are not 
now expected to take place before 
December at the earliest 
The panel believes the reason 
for the delay Is that while some 
of the amendments proposed by 
the MEPs are uncontroversial, 
the Commission fears others may 
prove poUtically -unaccep table to 
several member states. If it incor- 
porates them into a new draft of 
the directive It would signifi- 
cantly reduce its chances of 
going forward into law. 

Interestingly, the panel notes 
that Mr Monti's recently pub- 


lished draft action plan, setting 
out his priorities for completing 
the single market programme, 
fails to mention the takeover 
directive. 

It is into this confusion sur- 
rounding the directive that the 
panel has tossed the legal opin- 
ion of David Vaughan QC and 
David Lloyd Jones of Brick Court 
Chambers, London. 

Tbe barristers argue that the 
subsidiarity protocol of the 
Amsterdam Treaty requires Brus- 
sels to justify all EU action by 
reference to the principle of sub- 
sidiarity. but tbe directive fails to 
do that for several reasons. 

Takeover regulation is not on 
area which falls within the exclu- 
sive competence of the EU, they 
say. Regulation of takeovers can 
be, and is, effectively dealt with 
at the national level - a fact 
shown by the Commission's 
choice of the UK system os a 
model 

The Commission has Tailed to 
establish that takeover regula- 
tion has transnational aspects 
which cannot be regulated by 
member states. It has also failed 
to identify any transnational 
problem requiring EU action. 
And. it has failed to demonstrate 
that action at EU level would 
produce clear benefits compared 
with action by member states. 

They add that the provisions of 
the directive are so general that 
it cannot bring about any mean- 
ingful equivalence, let alone har- 
monisation. 

“Paradoxically, the Commu- 
nity, having adopted a minimal- 
ist approach in an attempt to 
meet the requirements of the doc- 
trine of subsidiarity, has reduced 
the requirements of Community 
law to such a basic level as to 
demonstrate the absence of any 
necessity for Community action,” 
they say. 

The barristers argue the direc- 
tive also fails to satisfy the 
requirement of proportionality in 
the subsidiarity protocol, which 
requires that while respecting 
European law. Brussels must 
take care to ensure established 
national arrangements and the 
organisation and working of 
member states’ legal systems, are 
respected. 

This the draft directive fails to 
do. If the code becomes enshrined 
in legislation, the UK’s non- 
statutory system which Brussels 
chose as its model, would be jeop- 
ardised. A new area of legal 
activism would open up in take- 
over battles. "Furthermore, since 
the ultimate arbiter of the issue 
of Community law must be the 
Court of Justice, prolonged 
delays will be inevitable,” they 
say. 

Mr Monti’s response Is eagerly 
awaited. 
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INTERNATIONAL PEOPLE 


Are you looking for US markets? 

Do you want US customers? 

4 We deliver them now. 

— Candw Partners Wanaflonal. Inc. 

Uese Tamburrino or Ben Home 
US Phone: 847/304-1414 Fax 847/304-1514 
UK Phone: 0171 5447390 Fax 0171 5447330 
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FRANCHISING 


CONSIDERING 

FRANCHISING? 


BUSINESSMAN 

Fluent Italian speaker, 
many years experience doing 
business with Italy. offers bis 
services it* any firm wishing to 
trade or establish contacts. 


Write BK BoiB5538.ru 
Oar&nibrofc Erifec. UsdeoSEl *HL 



For tbe bat advice aid 
guidance, contact as TODAI! 
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APPOINTMENTS 


JAPANESE EQUITY SALESPERSON 

As a Japanese Equity Salesperson, working within this leading. 
City-based, international investment company, you will be 
responsible for selling Japanese equity’ derivatives to Italian 
institutional clients based in Italy. In addition to thorough 
knowledge of derivative products which is essential, the 
incumbent must have significant experience in the Japanese 
market and good understanding of Japanese culture and 
economy. Salary negotiable. Applicants, prepared to undertake 
substantial business travel, educated to degree standard with 
minimum 3-5 years "relevant business experience and fluent in 
Japanese and Italian in addition to English, should write in 
strictest confidence, enclosing fell curriculum vitae to: 

Box AS997, Financial Tirttts. One Southwark Bridge. London SE1 9HL 


BUSINESS advertisements appear 
elsewhere in this edition 


The business classified section appears In the 
Financial Times every Tuesday, Friday and 
Saturday. For further information, or to 
advertise In this section, please contact 
Melanie Miles Tel: 0171873 3349 
Fax: 0171873 3064 


Wall spearheads 
Nasdaq’s growth 

Nasdaq has underscored its global 
ambitious with the promotion of 
John.T. Wall to president of its 
international operations. 

Wall, as vice-president of issuers. 
Investors and International Ser- 
vices. has been responsible for Nas- 
daq's international operations. The 
upgrading of his responsibilities 
si gnals the significance attributed 
to international expansion by Nas- 
daq. Wall will be responsible for 
strategic development and interna- 
tional marketing of products and 
services as well as foreign com- 
pany listings. 

About 5,600 companies are listed 
on Nasdaq, the largest stock 
exchange in terms of dollar volume 
traded after the New York Stock 
Exchange. 

Four hundred of these are 
non-US companies with 42 from tbe 
UK, including Reuters, Orange and 
United News and Media. Nasdaq is 
c onduc ting a £6m advertising cam- 
paign in the UK. promoting its web 
site to attract private investors. 

Alfred Berkeley, president of the 
Nasdaq Stock Market, said: “Given 
the increased globalisation of our 



operations John's appointment is 
both logical and essential at this 
juncture." 

Wall, who reports directly to 
Berkeley, said: “Pursuit of global 
liquidity pools has led Nasdaq to 
have more international listings 
than any other US market This is 
an essential part of Nasdaq's future 


growth." Wan. 55, was appointed 
executive vice-president of the Nas- 
daq Stock Market in 1982. From 
1976 to 1982 he was senior 
vice-president of the compliance 
division. 

Lisa Wood, London 

Peristrom to join 
Lee & Allen 

Lee & Allen, tbe international 
forensic accounting firm with 
offices in New York, Hong Kong 
and London, has appointed Mark 
Peristrom, a former senior Investi- 
gator with Britain’s Customs & 
Excise, to bead its new tax investi- 
gation team. 

Perlstrom’s team will advise cli- 
ents who find themselves in .dis- 
pute with the European Commis- 
sion or national tax or customs 
authorities, facing demands for 
back taxes or criminal prosecution. 

Since Lee & Allen engages innei- 
, ther auditing nor tax planning, it 
avoids conflicts of interest in such 
situations, says Peristrom, 36, a 
self-confessed gamekeeper turned 
poacher. It advises only how to 
deal with problems, not bow to 
avoid them. ” 

P e r i str om is a veteran of ad hoc 


secondments to Uclax, the Commis- 
sion’s anti-fraud unit That experi- 
ence is already being put to use in 
work for clients accused of avoid- 
ing duty on imports of T-shirts 
from Bangladesh and t u na from 
Ecuador. 

Clay Harris, London 

Ricke appointed 
to T-Mobil 

Deutsche Telekom has acted 
swiftly to Oil the top post in T-Mo- 
bil, its mobile telephone subsid- 
iary, following last month’s resig- 
nation of Lotbar Hunsel amid talk 
of dissatisfaction with the unit’s 
performance against strong compe- 
tition in Germany’s already liberal- 
ised mobile phone sector. 

■ Kai-Uwe Ricke, 38. will move 
from bead of Talkline, Germany's 
second biggest service provider 
specialising in buying and selling 
telephone capacity, to the Telekom 
subsidiary in January. 

Ricke has built Talkline, a sub- 
sidiary of TeleDanmark. since. 1990 
into a company with an annual 
turnover of DMLlbn (£379ra) and 
850 employees. He is a marketing 
expert and it is mainly In this 
capacity that be will seek to propel 


T-Mobil from second place in the 
German mobile phone market to 
the number-one spot currently 
occupied by the D2 digital network, 
owned mainly by the Mannesmann 
industrial group. 

Ricke, the son of a former Tele- 
kom chief executive, will join Tele- 
kom Just as the German telecom- 
munications market is being 
liberalised. In response. T-Mobil 
will be tied more closely to the 
parent company than previously. It 
will also be given responsibility for 
marketing Telekom products that 
are sold indirectly through partner 
companies rather than through 
Telekom's own retail and direct 
trading system. 

Ron Sommer. Telekom’s chief 
executive, yesterday said this 
real i gnm ent would increase syner- 
gies and help tbe Deutsche Tele- 
kom group handle the melding of 
mobile and fixed network telecom- 
munications services a nd the mar- 
keting of products for both busi- 
nesses. 

“The customer could not really 
care whether he is using a mobile 
or fixed network. He wants to be 
reachable and to communicate, and 
if possible with just one phone 
number," Sommer said. 

Peter Norman. Bonn 


ON THE MOVE 


■ MERRILL LYNCH has 
appointed Alfred Berger the 
Country riiaiman for 
Switzerland country. In this 

newly created role be will 
act as the firm's senior client 
relationship officer in 
Switzerland and will be 
responsible for overseeing 
Merrill Lynch's overall 
business development 
activities. He will continue 
to head Merrill Lynch Bank 
(Suisse), the Geneva-based 
private bank, and Merrill 
Lynch Capital Markets AG, 
the Zurich-based capital 
markets bank. 

■ Petros Lambrou. 
managing director of OTE 
Telecom, has been appointed 
governor of the state 
AGRICULTURAL BANK OF 
GREECE. He replaces 

Christos Papathanasiou. 

■ HANG SENG BANK will 
appoint David Eldon 
non-executive chairman 
with effect from December 
31, replacing Quo Wei Lee 
who will retire as chairman 
of the bank. Eldon win 
retain his position as chief 
executive of Hongkong and 

S hanghai Ranking 

■ Alan Gibson. 42, has 
joined ICL, the IT systems 
and services company, as 
managing director of its 


enterprises division which 
operates across Western and 
Central Europe, tbe Middle 
East and Africa. Gibson 
joins from Groupe Bull, tbe 
French IT company. 

■ Don Davis has become 
ROCKWELL 
INTERNATIONAL 
CORPORATION’S chief 
executive, succeeding 
Ronald Beafi who will 
remain chairman of the 
board. He will continue as 
chairman of Rockwell's 
board until next February, 
when Davis will become 
chairman Beall Will remain 
on the board, where he will 
serve on the newly created 
executive committee as 
chai rman _ 

■ Tam Lovstad has been 
appointed managing director 
at the UK arm of Tarkett, 
the floor-covering 
manufacturer. He takes over 
from Ulf Mattson who is 
moving the the US to take 
up the role of chief executive 
at Hams-Tarkett Lfivstad 
was marketing director for 
Taikett’s European 
division. 

■ HONGKONG TELECOM 
has appointed Richard 
Brown chairman, replacing 
Brian Smith who will 
continue serving mi the 
board as a non-executive 
director. 


■ TELESYSTEM 
INTERNATIONAL ' 
WIRELESS has appointed' 
Marc Godin chief financial 
officer of European 
Specialised Mobile Radio 
(SMB) Operations and 
finance director of Tetralank 
Telecommunications. Based 
in the UK, Godin will 
continue as a member of the 
management board of 
Telesystem International 
Wireless Corporation. 

■ THORNTON 
MANAGEMENT (Asia) has 
appointed Mark Konyn head 
of marketing in Asia. Koyn 
joins from Fidelity 
Investments, where he was 
the senior director with 
responsibility for the 
company’s ins tit utional 
business in south-east Asia. 

■ SOVEREIGN RISK 
INSURANCE, the 
Bermuda-based political risk 
underwriting agency farmed 
as a joint venture between 
ACE and BXBL, has 
appointed Leigh Hollywood, 
57. chief underwriting 
officer. From 1988 to 1997, 
Hollywood was the senior 
underwriter at the World 
Bank’s Multilateral 
Investment Guarantee 
Agency. 

■ CROSBY has appointed 
Yuuichiro Nakajima director 
of Crosby Corporate 


. Advisory, the corporate 
finance operation of the 
Asia-based investment bank, 
Crosby Financial Holdings. 
He wQl be based in London. 

■ LEHMAN BROTHERS 
have appointed Michael 
Brosheit head of the firm's 
Frankfurt-based equity 
business. Hie joins from BNP. 

■ Marc Chardon has been 
appnin tw! managing (lirfigtnr 
of DIGITAL EQUIPMENT 
France. He replaces D idler 
Rufiat, who is staying on as 
ohairmnn- ChardOU, 42, 
previously held various 
international marketing 
posts within the Digital 
Equipment Corporation 
group. 

■ Bla ir Smith has joined 
NTKKO EUROPE as 
managing director and chief 
administrative officer with 
responsibility for personnel. 

. premises arid facilities . 
management corporate 
communications and public 
relations. He joins from 
Credit Suisse First Boston. 

■ The former president of 
the Central Board of 
Customs, Warsaw. 
Mieczyslaw Nogaj has joined 
the Customs and 
International Trade practice 
Of PRICE WATERHOUSE 
EUROPE. 

■ Yoshihikn Kakei has been 
promoted to manag in g 


director of Suzuki GB, a 
wholly owned subsidiary of 
SUZUKI MOTOR 
CORPORATION, Japan. 

■ Russian aircraft angina 
and gas turbine maker 
RYBINSK MOTORS has 
appointed Yuri Lastochkin 
chief executive. Lastochkin, 
who had worked as the 
company’s financial director 
since January, replaced 
Valery Shelgimov. Last year, 
the company set up a joint 
venture with US engineering 
group General Electric to 
produce parts for aircraft 
and industrial engines. 

SUN CHEMICAL CORP, a 
unit of Japan’s Dainippon 
Ink & Chemicals has named 
Henri Dyer, SO, chief 
executive, effective January 
1 1998. Dyer succeeds 
Edward Barr who will 
continue as chairman of the 
management board of Son 
Chemical Group. Dyer is 
currently Sun Chemical's 
president and chief 
operating officer. 

■ MANNING, SELVAGE & 
LEE , the world's 10th 
largest public relations firm, 
has promoted three 
executives to global posts. 
Monita Buchwald has been 
named vice-chairman, 
worldwide director of 
strategic planning: Jackie 
Elliott has been named 


executive vice-president, 
director of global accounts 
and Loamy Unger becomes 
executive vice-president, 
worldwide operations. 

■ Edward Scicluna has been 
appointed chairman and 
president of MALTA 
FINANCIAL SERVICES 
CENTRE, the island’s 
regulatory and inward 
investment organisation for 
the financial sendees sector. 
Scicluna holds the Chair of 
Economics at the University 
of Malta and since 
November 1996 he has been 
a non-executive director of 
the Central Bank of Malta. 

■ Francois David, chairman 
and managing director of 
Compagnie Francaise 

d‘ Assurance pour le 
Commerce Exterieur, the 
French Export Credit 
Insurance Agency, has been 
elected BERNE UNION 
president in succession to 
Erling Naper. 

International 

• appointments 


Please fax information 
on new appointments 
and retirements to 
+44 171 878 3928. marked 
for International People. 
Set fax to 'fine 1 . 
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W e, the Private Bankers of Geneva, are proud to have cre- 
ated, two centuries ago, a vocation that continues to bring 


V V ated, two centuries ago, a vocation that continues to bring 
so much to this city and, very importantly, to our clients. As well 
as astute asset management, it comprises a level of personal ser- 
vice and respect for privacy that cannot be duplicated elsewhere. 
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Genevas Private Bankers 

LIBERTY ■ INDEPENDENCE • PESPONSIBIUTV 


BORDIER & Cie 

( 1844 ) 


DAR1ER HENTSCH & Cie - 

( 1796 ) 


In Geneva: 

LOMBARD ODIER&Cie 

( 1798 ) 


MIRABAUD & Cie 

( 1819 ) 


PICTET & Cie 

( 1805 ) 


••The Groupement des Banqufersftivfe Generate is not regulated in the United Kingdom and does not conduct any investment business in the United Kingdom. The protection afforded to investors under the UK regulatory system would not apply and 
compensation under the Investors Compensation Scheme would not be available. This advertisement has been approved by Lombard Odier Private Asset Management Limited and Pictet Asset Management UK Limited, regulated by IMRO*. 
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A lthough mare than half 
the world's population is 
affected by it daily, 
global tropical rainfall 
has never been comprehensively 
measured. 

As a result, theorists working 
on climate models are left with- 
out accurate measurement of 
two-thirds of the earth's precipi- 
tation. 

"Most of the tropics lack 
meteorological observations 
because it is either ocean or 
territory that is not very well 
developed and does not have a lot 
of observational infrastructure.” 

says Robert Houze, who is a 
meteorologist at the University of 
Washington in Seattle and a 
team leader for the forthcoming 
$500m (£300m) Tropical Rainfall 
Measuring Mission. 

The joint US-Japanese mission 
is scheduled to be launched on 
November 18 from Japan's 
Tanegashima Space Centre and 
will be dedicated to studying 
tropical and subtropical rainfall, 
the primary distributor of beat in 
the earth's atmosphere. 

Carrying the first space-borne. 
Japanese-built rain radar, the 
3.60Ukg observatory will 
determine the vertical 
distribution of precipitation 
while looking directly into 
typhoons and hurricanes to 
follow the intensity of rain at 
various heights within the 
storms. 

A multi-frequency passive 
microwave radiometer will look 
at the electromagnetic radiation 
emitted by the clouds, while an 


Global tropical rainfall has not been comprehensively 
measured until now, writes Bruce Dorminey 

An eye in the 
rain storm 


optical sensor images lightning 
and an earth radiant energy 
system uses visible and infrared 
sensors to measure energy rising 
from the surface through the 
atmosphere. 

While normal ground-based 
radars are capable of producing a 
three-dimensional picture that 
reaches the peak of the 

troposphere tor 

the precipitation 
layer). the 
space-based 
radar wilt map 
the precipitation 
pattern over the 
whole globe and 
will be sensitive 
to 0.7mm per 
hour. By 
contrast, a 

thunderstorm will sometimes 
rain at 20mm or 30mm per hour. 

Orbiting 350km above the earth 
over an area between 35 N and 
35" S of the equator. TRMM 


should be operational Cor up to 
five years. Taking data on a 
24-hour basis, the observatory 
should provide a dally fix an rain 
variation, allowing researchers to 
determine how such precipitation 
varies with time. 

An International ground 
validation team will work from 
four primary sites at Cape 


The observatory will determine 
the vertical distribution of 
precipitation while looking into 
typhoons and hurricanes to follow 
the intensity of rain at various 
heights within the storm 


Canaveral in Florida: Houston in 
Texas; Darwin in Australia; and 
the Marshall Island atoll of 
Kwajaleln in the Pacific, to give 
the best possible estimate of rain 


rates within a 200km radius of 
the surface as well as imaging 
the echo that the radar is 
missing. Secondary ground 
station validation sites include 
Brazil, Thailand. Taiwan, Guam 
and Hawaii. 

Using rain gauge networks and 
distrometers, which measure the 
size distribution of the raindrops. 

the primary 

ground valid- 
ation sites will 
provide data 
every half hour, 
3-D scans of the 
atmosphere 
every 30 
minutes, and 
will give full 
data every 10 
minutes during 
a direct satellite overflight 
“TRMM will provide the first 
opportunity to estimate the 
vertical profile of the latent heat 
released through condensation" 



says Joanne Simpson, TRMM's 
project scientist at Nasa's 
Goddard Space Flight Centre in 
Maryland. 

“Until we know how much 


energy is released by the 
condensation of water 'vapour, no 
one can say [whether] there Is 
global wanning or not” she says. 

In addition to providing a 


missing piece in the jigsaw of 
global warming, TRMM was 
designed to examine El 
Sfiflo-Southern Oscillation, the 
variation of warm water in the 
western Pacific. 

As warmer water moves 
eastward, so do .accompanying 
cloud systems, causing Sms and 
droughts in Australia, failed 
monsoons In east Asia and 
stormier and wetter weather 
along the west coast of South and 
North America. 

Simpson had hoped TRMM 
would be able ta follow the El 
Niflo phenomenon from 
beginning to end. but its launch 
was delayed by two weeks 
because of a snag In a Japanese 
companion satellite, which 
shares part of the H-H rocket's 
payload. 

Aside from studying global 
warming, next spring Japan . 
would also like to use TRMM 
data to gain a better under- 
standing ofBaiu. a local weather 
menace that frequently 
jeopardises rice crops with .either 
extremely wet or dry conditions. 

In addition, given favourable 
budgetary conditions, TRMM 
researchers are hoping that this 
will be the first In a line 
of internationally backed, 
space-based climate observ- 
atories, each offering a higher 
level of radar sensitivity. 

This satellite is going to be an 
Important experimental step, not 
a great leap,” says Dr Houze. If it 
is successful, he hopes similar 
mfasinns might be undertaken In 
the future. 


Who’s in the 
driving seat? 

Mark Ward on the Brussels-backed project to 
introduce remote-controlled vehicles to tide roads 


O ne day all lorries, cars 
and vans may be 
chauffeor driven. 

This does not mean that plans 
are being prepared to issue 
everyone with a personal driver 
- quite the opposite. In fact, if 
everything goes to plan, then 
will hardly be any drivers left on 
the roads. 

Chauffeur is a European 
Commission-backed research 
programme that plans to 
introduce a system where one 
person can drive a convoy of up 
to four vehicles. The transport - 
trucks will be used in the first 
instance - will be linked 


together electronically. 

There will be no physical 
connection between the vehicles 
bat a computer system in the cab 
of the leading lorry will ensure 
that following vehicles copy 
whatever the driver is doing up 
front The lead lorry will have 
special markings on its rear 
bumper so the following lorries 
can recognise which one to 
follow. 

Sensors positioned on all the 
vehicles keep them only metres 
apart Daimler-Benz, one of the 
project partners, estimates that 
if the distance between trucks is 
cut from 40m to 10m at speeds of 


8fl km/h, fuel savings of IS per 
cent can be made. 

In an ideal world all freight 
would be moved by brain, while 
tracks would only be nsed to 
transport the goods for the last 
few kQometres to Its destination. 
Unfortunately the number of 
goods vehicles on the roads is 
growing continually. 

The Commission estimates 
that the amount of freight taken 
by road will doable over file next 
15 years. In the UK, the number 
ofHGVs on the roads has risen 
to more than 416,000. according 
to the Driver and Vehicle 
Licensing Agency. 


The Commission wants to 
ensure that the trucks make the 
best use of the roads. Linking 
them in convoys means they can 


they were moving separately. 
Brussels claims that convoys 
will mean fewer traffic jams. 


cost savings and more efficient 
use of the roads. 

Daimler-Benz, Flat and track 
maker Iveco are taking part in 
the three-year Chauffeur 
research programme. Two 
40-tonne lorries are currently 
being converted to demonstrate 
that Chauffeur can work. The 
first road tests will take place 
nwt spring. Computer-con troll ed 
driving systems are being 
installed into the lorries so they 
can copy the human driver of the 
lead lorry. 

Matthias Schulze, Chauffeur 
research co-ordinator at 
Daimler-Benz, says that ensuring 
this system is safe but not too 
expensive is proving to be a 
problem. The cost of convert i ng 
trucks so that they can be 
switched between being part of a 
convoy, a lead vehicle or driven 
alone may jeopardise the future 
of the research project 

But he says that a bigger 
problem is the change in 
transport laws that Chauffeur 
will require If it is to tensed 
throughout Europe No system 
exists to certify or regulate 



travel at higher speeds than if 


driverless lorries. Nor is there an 
accepted definition of what 
would make such a system safe. 
“The legislation is not there to 
certify these systems,” says Mr 
Schulze. “This work has yet to 
be do ne." 

The UK's Department oT 
Transport agrees. It says all 
current transport legislation is 
built on the premise that a 
person is tn the driving seat. Zt 
would take a lot of work and 
time to convince legislative 
bodies that remote-controlled 
trades are safe. 

But it Is not just trucks that 
could one day be driving 
themselves. 

Work is also progressing on a 
driverless ship that would use 
Global Positioning System 
satellites in order to steer a 
course. 

The rationale behind the 
project are figures published by 
the US Coastguard, which reveal 
that human error is responsible 
for 80 per cent of all 
marltime-related accidents. It 
remains to be seen whether 
computers can do any better. 


SIEMENS 

NIXDORF 



Before your system 
wilts... 


Modem iT systems ere intended to help you be a more 
flexible and competitive market player. To do this, though, 
you have to makeoptimumuse of all resources, support 
your end-users and assure maximum system a vaila bilrty. 
But the support effort and expense this involves can 
quickly exceed your own capabilities, and even before 
you've beenahle to benefit fromyournew-fourufflexi- 
bility, your system runs out of steam, ft becomes a chal- 
lenged concentrate on your own actual business, and 
all of those efficiency gains wither away and die. 



rightsource your 
service operation... 

By specifically outtasking routine 
activities, you can avoid all this aggra- 
vation. Simply put the responsibility in 
the hands of a partner who has the 
competence to protect you againstalf 
these pitfalls of modem information 
technology. A partner who brings with 
rtthe expertise, experience and 
manpower that allow you to make 
efficient use of your resources. 



for information technology 
without the thorns. 


So you can concentrate onthB challeng- 
es of your ma rket and leave the support 
of your systems and networks to Siemens 
Nixdorf IT Service. Because our special- 
ists have the cross-vendor know-how 
thafs needed to assure you information 
technology without the thorns. For more 
information, simply fax this ad to us at 
+48-89-636-45579. Don'tforgetto add your 
name and address! 


Siemens Nixdorf: User Centered Computing 
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ARTS 


T he Turner Prize 
fe here again. The 
four finalists are 
showing at the 
Tate: Channel 4 
makes its annual gesture to 
New Art as the stuff of 
serious television; £20,000 
!»«* to the lucky winner on 

December 2; the nation 

holds Its breath. Oh dear. 

Yet when the prize was set 
«P in 1984,1 thought it on 
the whole a good thing. Now 
it is something very 
different narrow in focus, 
tendentious in argument, 
patronising and 
self-important in its 
engagement Bather 
“expectedly, Janey Walker, 
“Commissioning Editor, 
Arts" for Channel 4. makes 

the very point in her 

foreword to the exhibition 
pamphlet. “The Turner 
Prize", she says, “offers a 
brief but dazzling spotlight 
on the keenest British talent 
and has a huge effect on the 
general awareness of new 
art. Every year the critics 
fasten on to a fresh row 
about the short-list . . . 

But ... a public who often 
feel excluded from the 
contemporary scene now 
instantly recognise what the 
Turner Prize is.” 

But all art is “new art" in 
its time. The only questions 
are, or should be, how good 
is it, and which the best of 


Spotlight on scrapes and scratches 

William Packer despairs of the cod socio-psycho enquiry behind the Turner Prize exhibition 



'Phantom Twins*, 1997, a product of Christine Borland's ‘researches* 


any current -crop. One would 
also expect to look across a 
fairly broad range of 
interest for any credEble 
answer. Instead; that scope 
has narrowed to lie point *■ 
where, tills year, attention 
is set exclusively upon 
conceptual work. The 
damaging inference Is that 
only within this narrow - 
fiefd is “the keenest British 
talent" engaged. 

Nicholas Serota, the Tate's 
director, Mis us that “the 
exhibition . . . and the 
accompanying broadcast. . . 
cannot possibly cover the 
full range of new 
developments, nor can they 
survey all that is important 
in contemporary art in 
Britain. Nor is the prize 

intended as a farcing 

ground for new talent It 
answers the simple 
questions, what were the 
exhibitions, which were the 
works of art arid who were 
the artists whose work had 
the strongest and most 
enduring impact this year 
on ...the jury.” 

So the prize, pace Janey 
Walker, is not playing Its 


dazzling spotlight on the 
keenest British talent after 
all, let alone the toll range 
of new developments or 
anything important, but 
only on what caught the 
jurors' collective eye in 
making the strongest and 
most enduring impact of the 
year. As for bringing on the 
young, oh no. No artist over 
50 is eligible, and of this 
year’s four, three are in 


their '30s, the oldest only 41. 

All are women, nothing 
wrong in that, and in their 
“art practice”, they 
“conduct research” 
(Christine Borland), “test” 
the physical p rop er ties of 
♦hfrngw (Cornelia Parker), . 
“examine" of public 
behaviour (Gillian 
Wearing), and 
“demonstrate" society’s 
constraints upon human 


choice (Angela Bulloch). 

Well, they can sit an a 
tuffet with Miss Moffett, 
“investigating” Insti n ctive 
human reaction to their 
hearts' content for all I care, 
but I have yet to be 
persuaded that such cod 
socio-psycho enquiry should 
be taken as justification of 
Art as Art We might as well 
think Rubens an artist for 
his “researches” into 


cellulite. 

I have no objection to 
these artists’ methods or 
approach, for any artist Is 
free to adopt whatever 
means are available and 
appropriate. What I do 
object to is the assumption 
that they alone are of 
current significance and 
importance. 

Angela Bulloch is 
commended “fra- her 


inventive use of a wide 
range of media and 
approach to 

exhibition-making”. She 
shows a drawing machine, a 
wall-long text of rules about 
sitting In the exit seat of an 
aeroplane, and a large, 
interactive, fabric tube. 

Christine Borland shows a 
room full of beads, each 
reproduced by a 
laser-scanning process from 
life-casts and models in a 
medical museum in 
Munster, Germany. They 
point up racial differences 
and medical conditions bot, 
since the records were lost 
in the war, she can “only 
speculate as to whether 
these items had served as 
teaching tools.” Even so, she 
t hinks they show “how 
science has legitimised the 
dehumanisation of racial 
groups." 

Gillian Wearing makes 
quasi-documentary videos. 
She dances in the street for 
half an hour. She stops 
people in the street to ask 
them how they feeL She 
f ilms a mother and her 
grown-up daughter 


vigorously embracing - or is 
it struggling? - at home, 
and runs the tape 
backwards. She sets up a 
group of policemen, and 
asks them to hold the pose 
for a full hour. 

Cornelia Parker makes 
little piles of things: of fluff 
from the Whispering 
Gallery at St Paul’s; of 
waste from silver engraving 
or cutting records; of 
confiscated cocaine 
Incinerated by Customs 
officers. She spins an old 
silver spoon into a wire 
equal in length to the height 
of the Niagara Falls. She 
presents two tarnished 
goblets, for the sake Of the 
tarnish. She scrapes and 
scratches. 

Her major “art work” is 
an installation of charred 
timber, retrieved from a 
Texas church that was 
struck by lightning, hung 
on threads from the ceiling. 
It does have a certain formal 
and theatrical presence, a 
block of shattered matter, 
denser towards its centre. In 
a Knightsbridge 
shop- window, it would look 
pretty good, and by this 
measure, at least. Parker 
looks set to win the prize. 


The Turner Prize: The Tate 
Gallery. Millbank, London 
SWl until January 18; 
sponsored by Channel 4. 


Jazz impro 
with a 
difference 

Garry Booth talks to 
Lawrence ‘Butch’ Morris 


T he Conductor: a 
marketable person- 
ality who is not 
Intimidated when 
standing in front of a hun- 
dred hostile musicians." 
This tongue-in-cheek defini- 
tion of the classical maestro 
needs to be re-written for 
American jazz conductor, 
Lawrence “Butch" Morris. 

The originator and sole 
exponent of "conduction”, 
the theory of conducted 
improvisation. Morris is far 
from marketable and nor is 
he likely to be confronted by 
hostile musicians. Players 
have to surrender them- 
selves entirely to survive a 
conduction, Morris warns. 

In his conductions, of 
which there have been 76 to 
date, Morris directs his 
ensemble In otherwise spon- 
taneous, or non-notated, 
music using a vocabulary of 
gestures. The signs include 
pointing at a section of the 
ensemble, or an individual 
and asking for sustain or 
repeat or phrases, for exam- 
ple. Or he might pan across 
the ensemble, "switching the 
players on" as the baton 
crosses between the eyes. 
More free-form swirling or 
jabbing motions are agreed 
between the protagonists 
before a performance. 

The stick technique Is 
without precedent. It is 
always up to the individual 
musician to interpret his 
signs, says Morris. There is 
no “correct" response, but 
be demands concentration 
and creativity. “There has to 
be a connection between us," 
he explains, "I find out 
pretty quickly who the 
bullshitters are." 


The worst crime in the 
conduction book is the uni- 
son line, in which, appar- 
ently, weak improvisors 
often seek refuge. “People 
naturally gravitate towards 
playing together but I see 
‘copying 1 as a weakness, it is 
no better than playing 
notated music." ' 

Otherwise competent 
musicians are Challenged by 
Morris’s concept: “This is 
not music they can take 
home and learn and so that 
places a demand on them 
they've never had," says 
Morris. “They know what 
Beethoven’s Seventh sounds 
like, but we don’t know what 
we're going to do until it 
happens, on the night" 

Morris has the sort of pas- 
sionate conviction in his 
work that has turned other 
abstractionists into vision- 
aries - Ornette Coleman. 
Cecil Taylor and Anthony 
Braxton, for example. Of 
conduction, he says “It is the 
most important thing to 
have happened to music in 
the late-20th century.” Of 
Bernstein and Rattle and 
their Hk he says, “I make 
music, they simply recreate 
music: that’s the difference 
between us." 

The roots of conduction 
lay in Morris’s time with the 
late drummer, Charles Mof- 
fatt. on the West Coast in 
the 1970s. Moffatt had a 
rehearsal band which he 
would direct in ensemble 
improvisations, speeding 
them up or slowing them 
down. Morris, who was 
playing cornet then (he 
barely plays today), devel- 
oped the idea and the vocab- 
ulary. after moving to New 



'Butch 1 - Morris, originator and sole exponent of 'conduction’: ‘I make 
music . . . [other conductors] simply recreate music.' 


York, where he played in 
energy orchestras. “We 
would gather in someone's 
loft and just blow ... for 
hours,” he remembers. 

The first conduction took 
place in 1985 and since then 
he has performed across the 
world with ensembles of all 
backgrounds and sizes. 
Including Turkish tradi- 
tional musicians and Japa- 
nese classical ensembles. 
The present tour of the UK 
features 34 of the country’s 
top improvisors, including 
saxophonist Evan Parker. 

Between conductions, the 


48-year-old does straight 
work: he contributed to Alt- 
man's film Kansas City ; he is 
currently collaborating with 
singer Taj Mahal, protean 
saxist David Murray and 
“deadhead" Bob Weir on a 
Broadway production about 
the life of baseball pitcher 
Satchel Paige. 

But conduction remains 
the purest art form for Mor- 
ris. He believes that con- 
trolled improvisation is 
where music came from and 
that it will return there. 
“There is a link between 
what I do and what you hear 


in early music,” he says, 
“Imagine that the laws of 
classicism had persisted 
until today: this is how 
people would be making 
music. This is the way to 
make music.” 


The Butch Morris London 
Skyscraper tour is spon- 
sored by the Arts Council 
Contemporary Music Net- 
work. It plays tonight, Man- 
chester Royal College of 
Music; Friday, Bristol 
Arnotfmi Gallery; Monday, 
London Queen Elizabeth 

HflU- 


Washington takes up 
the baton for the arts 

Pierre Ruhe attends the opening of the 
renovated Kennedy Center Concert Hall 


R efurbished music 
halls have been 
opening across the 
US in recent weeks, 
with Chicago’s Symphony 
Center and San Francisco’s 
earthquake-damaged opera 
house prominent on the list. 
In Washington, the Kennedy 
Center Concert Hall, closed 
since January tar a complete 
renovation. has just 
reopened with a pair of con- 
certs by the National Sym- 
phony Orchestra under its 
music director, Leonard Slat- 
kin. 

While falling short of 
acoustical perfection, the 
revamped hall is sensation- 
ally better than its former 
self. This is the best possible 
news for the NSO, and its 
opening night was a time of 
genuine celebration, with 
President Clinton in atten- 
dance. When he mounted the 
podium, baton in hand, to 
lead Sousa's Stars and 
Stripes Former as an encore, 
the hall's opening was trans- 
formed into a national news 
story. The gesture was a 
small step towards Slatkin's 
stated goals of helping put 
the arts on the national 
agenda. 

Opened in 1971, the Kenn- 
edy Center serves as both 
presidential memorial and 
six-theatre performing arts 
building. A dull, leaden 
acoustic crippled music in 
the original concert hall. 
Violins sounded thin and 
reedy, the woodwinds col- 
ourless, and there was little 
sustained heft from the 
lower strings and brass. 
Worse still, the musicians 
couid not hear each other 
across the stage, with a 
resulting loss in precision 
and responsive ensemble 
playing. The hall was also 
unattractive to look at. dom- 
inated by an aggressive 


shade of scarlet red and egg- 
shell white. 

Four years ago. when Slat- 
kin was named to succeed 
Mstislav Rostropovich as 
NSO music director, 
rumours circulated that an 
improved venue was part of 
the bargain. He has received 
more or less a new hall. 
Articulation and clarity have 
been immeasurably 
improved, the players can 
hear each other properly, 
and the listener now feels 
the warmth and enveloping 

Amid the short , 
colourful works 
were two 
premieres, 
including Slatkin's 
appropriately titled 
Housewarming' 


sounds of a resonant ball. 
Yet decay-time remains too 
short (less than one second), 
and certain middle register 
woodwind passages can be 
drowned out when the 
strings play anything above 
mezzo forte. The acoustician, 
Christopher Jaffe of Jaffe 
Holden Scarborough Acous- 
tics from Connecticut, will 
continue to make minor 
adjustments. 

Since the Kennedy Center 
is government-owned, public 
funds accounted for $l3m of 
the renovation costs. But 
that money was allotted by 
Congress only to meet safety 
and fire code requirements, 
and to improve access for 
the disabled. The embittered 
climate between arts organi- 
sations and the federal gov- 
ernment required that any 
changes to the acoustics or 
cramped backstage area had 
to be funded privately. Bell 


Atlantic contributed $lm for 
a “tunable" acoustical can- 
opy that overhangs the 
stage. The acoustician was 
consulted while the hall's 
interior was rebuilt, thus 
getting around limitations 
on the use of funds. 

Spaces for wheelchairs 
necessitated a reduction in 
seating capacity, from 2.759 
to 2,518. which also 
improved the sound. Tons of 
cement were removed from 
beneath the stage, and the 
colour scheme was changed 
to a pleasant dusky rose 
with cherry wood trim. The 
other Kennedy Center the- 
aters are scheduled for reno- 
vation over the next decade, 
with total costs estimated at 
$100m. 

The music for the opening 
concerts was intended more 
for orchestral display than 
the audience's balanced diet 
Slatkin collected two of the 
most problematic soloists 
around today, soprano Kath- 
leen Battle and pianist Van 
Cliburn. neither of whose 
performance approached 
their former glorious abili- 
ties. Happily, amid the short, 
colourful works - Ravel's La 
Valse, Gershwin's An Ameri- 
can in Paris. Elgar's Sere- 
nade and others - were two 
premieres. 

For his brief, loud, 
whooping DC Fanfare. John 
Corigliano used the two title 
pitches, a seventh apart as a 
theme. Slatkin's own House- 
warming. a passacaglia with 
the subtitle "spatial welcome 
for orchestra", set flutes and 
trumpets away from the 
stage, and featured children 
inarching down the aisles of 
the auditorium, earh stri- 
king a tiny percussion 
instrument. Housewarming 
had more weight than one 
would have supposed, and 
seem entirely appropriate. 



■ AMSTERDAM 

DANCE 

Net Muziektheater 
Tel: 31-20-551 8911 
Nedertande Dans Theater I: 
programme comprising Bella 
Figure, by Kylian, and new works 
by Naharin and Obarzaneki Nov 
4,6,7 

exhibitions 

Rjjksmuseum 

Tel; 31-20-673 2121 
Whlstier and Holland: paintings 
and etchings by James McNeill 
Whistler (1834-1903), who made 
several journeys to the 
Netherlands between 1863 and 
1903, most famousiy In 1889, 
when he produced 14 etchings 
and paintings of Amsterdam. 

Also included are works by 
Dutch contemporaries: ends on 
Sunday 

OPERA 

Het Muziektheater 
Tel: 31-20-551 8911 . 

Cosi Fan Tutte: by Mozart _ 
Netherlands Opera production. 


conducted by Ivor Bolton in a 
staging by J Organ Flimm, with an 
entirely new cast; Nov 5, 

8,10 


■ BERLIN 

CONCERTS 
PhSharmonie ‘ 

Tel: 49-30-2548 8354 
Berlin Philharmonic Orchestra: 
conducted by Seiji Ozawa in 
works by Dutilieux and Berfloz; 
with tenor Frank Lopanfo, the 
Emst-Senff Choir arid the Berlin 
Boys" Choir; Nov 6. 7, 8 

DANCE . 

Deutsche Oper 
Tel: 49-30-34384-01 
Deutsche Oper Ballet premiere 
of Rosafinde, choreographed by 
Ronald Hynd to music by J. 
Strauss; Nov 5, 7 


■ CHICAGO 

OPERA 

Lyric Opera of Chicago 
Tel: 1-312-332 2244 
Idomeneo: by Mozart Conducted 
by John Nelson in a staging by 
John Copley. Cast Includes 
MarieHa Oeviaand Pl&ddo 
Domingo; Nov 6, 10 


■ LONDON 

CONCERTS 
Barbican Hail 
Tel: 44-171-638 8891 
London Symphony Orchestra: 
conducted by Michael Tflson 
Thomas In Mahleris Symphony 
No.' 7; Nov 6 

Royal Festival Hail 


Tel: 44-171-928 8800 
London Philhamonic Orchestra: 
conducted by Ivan Fischer in 
works by Mozart and Bruckner. 
With clarinet soloist Sabine 
Meyer; Nov 5 

EXHIBITIONS 
National Gallery 
Tel: 44-171-839 3321 
Making & Meaning: Holbein's 
Ambassadors. This recently 
cleaned double portrait by Hans 
Holbein the Younger pictures two 
French ambassadors to the court 
of Henry Vlll in 1533. Presented 
alongside are drawings and 
miniatures, and objects relevant 
to the painting's political and 
religious background; opens 
tomorrow 

OPERA 

London CoGseum 
Tef: 44-171-632 8300 

• From foe House of foe Dead: 
by JenSfiek. New English 
National Opera production, 
conducted by Paul Daniel (Brad 
Cohen from Nov 11) in a staging 
by Tim Albery. The programme is 
completed by Twice through foe 
Heart, by Mark-Anthony Tim age, 
conducted by Nicholas Kok; 

Nov 4, 7 

• The Magic Flute: by Mozart 
Nicholas Hytner's English 
National Opera production, 
revived by David Hitch and 
conducted by Christopher 
Moulds; Nov 6, 8 

• Tosca: by Puccini. English 
National Opera production, 
conducted by Noel Davies in a 
staging by Keith Warner. 

Rosalind Plowright sings foe title 
role; Nov 5 


THEATRE 
Barbican Theatre 
Tel: 44-171-638 8891 
Henry V: by Shakespeare. Ron 
Daniels directs this Royal 
Shakespeare Company 
production, with Michael Sheen 
in the title role; until 22 Nov, after 
which it will tour foe UK 


■ MUNICH 

OPERA 

Bayerrscfie Staatsoper 
Tel: 49-89-2185 1920 

• Elekfra: by R. Strauss. 

Premiere. Conducted by Peter 
Schneider, In a production 
directed and designed by Herbert 
Wernicke; Nov 4, 8 

• Madama Butterfly: by Puccini. 
Conducted by Asher Fisch in a 
staging by Wolf Busse; 

Nov 5 


■ NEW YORK 
CONCERTS 
Lincoln Center 
Tel: 1-212-721 6500 
New York Philharmonic: 
conducted by Charles Dutoit in a 
programme of works by Mozart, 
Barber and Tchaikovsky. With 
soprano Barbara Hendricks; 
Avery Fisher Hall; Nov 5, 6, 7, 8 

DANCE 
Joyce Theater 
Tel: 1-212-242 0800 
Sobhan Davies Dance Company: 
dodble-bill of Bank, Davies’ most 
recent work, choreographed to 
Matteo Fargion's percussive 
score, and the award winning 
The Art of Touch. This week-long 
season is foe conclusion of an 


autumn tour, and part of a 
festival of British contemporary 
dance; from Nov 4-9 

EXHIBITIONS 

Metropolitan Museum of Art 
Tel: 1-212-879 5500 
Richard Pousette-Dart 
(1916-1992): works by foe 
American Abstract Expressionist 
tracing his evolution from Cubism 
towards his mature style. 

Includes loans from the artist's 
estate; opens today 

Whitney Museum of American 
Art Tel: 1-212-3272801 

• Fashion and Rim: running 
concurrently with foe Warhol 
show, this film and video series 
traces the relationship between 
the two industries, from early 
fashion newsreels and the studio 
designers of foe 1930s to foe 
present; opens tomorrow 

• The Warhol Look/Glamour 
Style Fashion: ma)or 
retrospective of around 500 
works of art, following Warhol's 
career from the 1940s to the 
1980s, and also including works 
by his contemporaries. The 
exhibition is presented in seven 
sections, and begins with a 
consideration of Warhol's early 
fascination with Hollywood 
glamour opens tomorrow 

OPERA 

Metropolitan Opera, Lincoln 
Center Tel: 1-212-362 6000 

• Don Giovanni: by Mozart. 
Production by Franco Zeffirelli, 
given its first performance of foe 
season on 5th, when Amanda 
Roocroft makes her Met Opera 
debut, Nov 5, 8 


New York State Theater 
Tel: 1-212-870 5570 
Marco Polo: by Tan Dun, 
premiered in Munich last year. 
New production by the New York 
Crty Opera conducted by the 
composer and directed by 
Martha Clarke; Nov 8 


■ PARIS 

CONCERTS 

Salle Pieyel Tel: 33-1-4561 6589 
Orchestra de Paris: conducted 
by Semyon Bychkov in works by 
Schnittke, Mendelssohn and 
Strauss. With violin soloist 
Viktoria Muilova; Nov 5, 6 

DANCE 

Opdra National de Paris, Palais 
Gamier Tel: 33-1-43439696 
Paris Opera Ballet mixed 
programme - Soir de f£te by 
Staats, L'Ariesienne by Petit, and 
La Symphonie fantastique by 
Massine; Nov 6, 7. 6, 9 

EXHIBITIONS 
Mus6e Camavalet 
Tel: 33-1-4272 2112 
Paris and the Parisians in the 
time of Louis IV: more than 300 
engravings, which together 
create a vivid impression of 17th 
century Paris. Including portraits, 
Images of the city and its 
monuments, as well as proverbs, 
allegorical works, and almanacs; 
opens tomorrow 

OPERA 

Op6ra National de Paris, Op6ra 
Bastille Tel: 33-1-44731300 
• Nabucco: by Verdi. 
Conducted by Pine has Steinberg 
in a staging by Robert Careen; 


Nov 4. 7. 10 

• Turandot: by Puccini. New 
production by Francesca 
Zambeilo. Conducted by Fabio 
Luisi. With choreography by 
Alphonse Poulin and designs by 
Alison Chitty; Nov 5. 8 


■ TOKYO 

CONCERTS 
Suntory Hall 
Tel: 81-3-3289 9999 
Vienna Symphony Orchestra: 
conducted by Claus Peter Flor in 
works by Mendelssohn, Prokofiev 
and Brahms. With violin soloist 
Anne Akiko Meyers: Nov 6 


■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
European Time: 

• NBC Europe 

07.00: FT Business Morning 
10.00: European Money Wheel 
Nonstop live coverage until 15.00 
of European business and the 
financial markets. 

17.30: financial Times Business 
Tonight 

• CNBC 

08^0: Squawk Bo* 

10.00: European Money Wheel 
18.00: financial Times Business 
Tonight 
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COMMENT & ANALYSIS 



Martin Wolf 


Why history is not bunk 


If last week's stockmarket turmoil is not to be a prelude to an even sharper 
fall, investors must leam to accept much lower returns 



ast week, investors' 
faith in stock mar- 
kets was tested, but 
not found wanting. 
Having recovered from their 
little trip, are stock prices 
set to rise to ever-more glo- 
rious heights? 

The chart, which updates 
the one accompanying the 
column of October 7. shows 
the modesty of last week's 
correction in New York. 
Over the week, the Dow 
Jones Industrial Average 
dropped a mere 3.5 per cent, 
London's FTSE 100 2.6 per 
cent. Tokyo's Nikkei 225 5.2 
per cent. The FTSE Euro- 
track 100 5.6 per cent and 
even Hong Kong's Hang 
Seng only 4.7 per cent. 

Asian markets are well 
down. Between January 20 
and October 28. the FT/ 
S&P-A index for the Pacific 
basin (less Japan) fell 39 per 
cent, before making a slight 
recovery. In the west, how- 
ever. there was just a small 
reduction in the gains made 
this year. Between the end 
of 1996 and the end of last 
week, the Dow Jones Indus- 
trial Average rose 15.4 per 
cent, the FTSE 100 17.6 per 
cent and the FTSE Euro- 
track 100 30.2 per cent 

Markets in turmoil: noth- 
ing happens. That is the 
headline. For bulls that 
proves their case. For bears, 
it means that gross over- 
valuations remain intact, 
notably on WaD Street 

The basis of the bearish 
case is that market valua- 
tions oscillate around 
well-defined averages. 
Sooner or later these revert 
to their mean. Two averages 
are worth close attention: 
the ratio of market valua- 
tions to corporate earnings; 
and the ratio of market capi- 
talisation to the replace- 
ment cost of the underlying 
corporate assets - known as 
Tobin’s Q, after Yale Uni- 
versity's Nobel laureate, 
James Tobin. 


est valuations since 1925. If 
this ratio were to revert to 
its mean, the market would 
decline by half. 

Similarly, even after last 
week’s correction, the p/e 
ratio for Standard & Poor's 
Composite Index was 22.7. 
At this level it is still hugely 
above its long-term historic 
average of 13.7, estimated 
for 1871 to 1996, by Jeremy 
Siegel of tbe Wharton 
School. Should the p/e ratio 
revert to mean, the market 
would fall 40 per cent, even 
If earnings were to be sus- 
tained. 

Henry Ford famously 
declared that history is 
bunk. The big question now 
is whether these historic 
patterns are also hunk. 

“When discontinuities 
threaten, it is perilous to 
base decisions on estab- 
lished trends that have 
always seemed to make per- 
fect sense, but suddenly do 
not" So warns Peter Bern- 
stein, a well-known invest- 
ment adviser, in a fascinat- 
ing book on the history of 
efforts to understand and 
manage risk.* 

In 1930, notes Mr Bern- 
stein, President Hoover 
declared that “prosperity is 
around the corner", in 1359 
yields on shares fell below 
those on bonds. In both 
cases, something new and 


unexpected was happening: 
the great depression, in the 
first case, and the great 
infla tion, in the second. 

Is this another such occa- 
sion? If so. why might his , 
torical experience have 
become irrelevant? There 
are two hypotheses: changes 
in the economy and 
increased appetite for risk. 

Some argue that the US 
economy can sustain faster 
growth than before. Corre- 
spondingly. prospects for 
profits are improved. Yet 
growth in US underlying 
productivity has been con- 
siderably lower than in the 
1960s - a comparable period 
of sustained expansion and 
high stock markets. More- 
over, the rise in corporate 
earnings reflects hot fast 
growth, but a recovery in 
the share of profits in gross 
domestic product, from a 
trough of 6 per cent to 10 
per cent, close to the 1960s' 
peak of 12 per cent 

More cogent than fanta- 
sies about economic trans- 
formations is the fact that 
during, this expansion the 
reduction in unemployment 
has proceeded without 
adverse inflationary conse- 
quences. For this there are 
three obvious ex planati ons: 
the power of labour has 
dwindled; the US has been 
able to import low inflation. 


The correction is tiny, so far 
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helped by weakness in 
Europe and Japan and the 
dollar's strength since 1995; 
and this expansion has been 
rather feeble. None of these 
looks permanent. 

Behind the benign eco- 
nomic expansion may also 
lie improved policy-making. 
This would have broader 
implications. In this cen- 
tury. the two great periods 
of stockmarket undervalua- 
tion were tbe 1930s to early 
1950s, and the 1970$ and 
1980s. These were both 
catastrophes - the great 
depression and the second 
world war, and the great 
inflation and the oil shock. 

Investors may hope that 
lessons have been learned. If 
they believe disasters will 
be avoided, their perception 
of risk will Call. But this 
would not be the only rea- 
son for a reduction in the 
pre mium they demand for 
holding equities. Cheaper 
access to diversified portfo- 
lios. the growing liquidity of 
the markets and the avail- 
ability of more sophisticated 
hedging instruments could 
all help reduce the risk pre- 
mium. That, in turn, might 
help underpin apparently 
stratospheric valuations. 

Over long periods equities 
have yielded far higher real 
returns than bands. As John 
Kay pointed out in the FT 
yesterday, since the second 
world war the difference has 
been as high as 8 percentage 
points. These gap6 look too 
large. If investors have real- 
ised this, current valuations 
could be less unreasonable. 

At next year's prospective 
p/e ratios the earnings yield 
on Wall Street is 5 per cent, 
or so. This is also the real 
yield that matters to share- 
holders if they assume com- 
panies will reinvest money 
as profitably as they e«n- 
Bnt this real return is only 
about 2 percentage points 
higher than might now be 
expected on a portfolio of 
safe government securities. 
The equity premium would 
then also be about a quarter 
of its postwar average. 

For this justification of 
current valuations to be 


credible, one would have to 
believe that investors ratio- 
nally perceived an excep- 
tional opportunity' for profit 
in the excess returns avail- 
able on equities. These were 
then exploited and elimi- 
nated. the result being a 
once-and-for-all upward 
shift in market valuations. 


Yet precisely because of 
this revaluation of equity 
markets over the past one- 
and-a-half decades, actual 
returns have been more 
than double those that 
investors would now have 
to be content with. Unfortu- 
nately, they may not be the 
least bit happy with these 
lower returns. Instead, they 
are far more likely to expect 
that the returns they have 
enjoyed over these glorious 
years will continue. 


If so. investors are 
doomed to disappointment 
Once they realise this, they 
are likely to wish to shift 
out of stocks. But for the 
mar ket as a whole, only a 
fall in equity prices can 
bring about such a shift. 
Once that fall has occurred, 
high returns are again plau- 
sible. But first there must 
be painful losses. 


If investors are charging 
bulls, they must suffer dis- 
appointment. This could 
trigger a market collapse. 
Present market valuations 
are only sensible if there 
will be no adverse economic 
shocks and the bulls are 
content to graze on equity 
returns that are far more 
modest, in relation to those 
on other investments, than 
anything they are used to. A 
reduced equity risk pre- 
mium may provide part of 
the explanation for current 
valuations. It is impossible 
to accept it is the only, or 
even the chief one. 


•Against the Gods: The 
Remarkable Story of Risk. 
Peter L. Bernstein . John 
Wiley & Sons, 1996 
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Little more 



a stop-gap 

James Blitz on Italy’s latest pension reforms 


R omano Prodi. 
Italy's prime minis- 
ter, has just com* 
pieted a marathon 
attempt to scale back his 
country’s annual pensions 
bQI - a so politically 
demanding it nearly cost 
him his job. ' For all his 
efforts, the consensus yester- 
day was that his attempt 
was good, but not good 
enough. 

The extraordinarily gener- 
ous pensions system that 
Italian prime ministers cre- 
ated in the 1960s has now 
become a regular headache 
for their successors in the 
1990s.- Mr Prodi’s attempt is 
the third by an Italian gov- 
ernment in the past five 
years to reduce annnal pen- 
sions outlays: at around 14 
per cent of gross domestic 
product, these are nearly 
double the European Union 
average. 

Several countries in the 
EU are storing up huge pen- 
sions problems for tbe next 
century. But none of these 
time bombs appears quite as 
explosive as the one facing 
Italy, a country whose grow- 
ing number of pensioners 
have among the longest life - 
spans in any EU state. 

In tbe last 48 hours, Mr 
Prodi has trumpeted the 
results of four months of hit- 
ter negotiations with com- 
munists and trade union 
leaders. He has gone so for 
as to call the deal “historic”. 
He is confident he can sell 
the package to Italy's EU 
partners in the next few 
weeks, notwithstanding 
fears that Italy's public 
frnanrpc are still not sound 
enough for entry to a single 
European currency hi 1999.' 

There are some important 
reforms in tire package. Mr 
Prodi has, for example, 
secured an end to many of 
the excesses of Italy's system 
of r e tirem ent income, such 
as the ability of some public 
sector workers to retire after 
only 19 years of social secu- 
rity contributions. He has 
speeded up the .decline of 
another “perk”, which has 
allowed some 2m people to 
retire in their early 50b an 
what are called “seniority 
pensions". Above all, he can 


argue - and is repeatedly 
doing so - that he has man- 
aged' to do something to 
scale back his country's pen- 
sions liabilities, 'while the 
French and Germans have 

had severe difficulties in 
scaling back theirs. 

But Mr Prodi's measures 
are little more than a stop- 
gap. They do not secure the 
necessary structural reduc- 
tions in long-term pensions 
spending and do not cut 
expenditure as a proportion 
of GDP. The L4.100bn 
<{2.4bn) of savings in the 
1998 budget, for example, are 
less than half of what the 
government set out to 
achieve earlier this year. Nor 
will they stop a 62 per cent 
rise in pensions outlays 
between now and 2000 to 
L200,000bn. 

That the reform is the bare 
minimum to ens ure member- 
ship of monetary union is 
taken for granted in Rome. 
The bigger question Is 
whether any further prog- 
ress can be made in the 
medium term. Economists 
believe future reforms will 
have to address three spe- 
cific issues. 

First, ftxttire governments 
will have to tackle the gener- 
ous method by which pen- 
sion payments are calcu- 
lated. Retired workers 
receive payouts worth about 
80 per cent of their final sal- 
ary. rather than being based 
on total contributions. The 
government modified the 
system some years ago to 
scale dowrifuture payouts to 
workers currently in their 
20s and early 30s. but the 
changes will have no impact 
for the next two decades of 
retirees. “You can see it is 
the holy grail of any reform 
plan when you realise that 
the salary-based system pays 
double what a worker would 
receive if tbe contributions 
had gone into a funded 
scheme,"- says one econo- 
mist 

This leads to the second 
problem. ‘As long as Italy 
retains a weak system of 
executive government, it 
will never be able to tackle 
such a serious reform. 

- MauriZio Ferrera, profes- 
sor of politics at Padua Uni- 


versity, argues that Conser- 
vative governments in the 
UK of the lSiMs earned out 
significant changes to the 
state pension scheme thanks 
to their strong parliamen- 
tary majorities. “But Italy's 
fragmented political system 
means governments must 
always negotiate with 
groups like the Communists 
who are against change." he 
says. It is not likely to get 
easier. All-party attempts to 
streamline the constitution 
in order to create a bipolar 
system hold out little hope 
of success, at least in the 
piwtium term. 

Finally, economists argue 
that a successful pensions 
reform is made more diffi- 
cult because of Italy's 
family-oriented social struc- 
ture. 

The existence of extended 
families in Italy is often 
regarded as a factor that 
reduces social security 
sp ending . But Professor Fior- 
ella Padoa Schioppa. one of 
Italy's leading economists, 
says that one of the curses of 
the Italian social security 
system is that it is too 
focused on providing large 
pensions to retired family 
members who then pass tbe 
money on to children and 
grandchildren in lieu of state 
benefits for housing, unem- 
ployment and the like. “The 
family unit acts as a kind of 
clearing mechanism for 
retirement income paid to 
the older generation," she 
says. “This turns younger 
and more politically active 
people into actors in the pen- 
sions debate, making reform 
more difficult.” 

The danger now would be 
if the Prodi administration, 
believing it had done enough 
to get into Emu. were to go 
on hailing the reform as his- 
toric and not push for fur- 
ther measures. "The govern- 
ment would do well to insist 
that what it has accom- 
plished is just one first step, 
and immediately confirm 
that it is determined to take 
new steps next year." says 
Prof Ferrera- 

Tbe ink may not yet be 
dry on Italy’s third pensions 
reform package. But it 
already needs a fourth. 


wmterthur 


Successful Winterthur: 
Excellent interim results . 


Key figures for trig ftnahaBoT t997 


THe Winterthur Group can 
look tack on on excellent 
first half of 1997. The profit 
rose by 01 % from CHF 248m 
to CHF3S1 m. Winterthur ex- 
pects lo achieve every good 
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result for the entire 1997 business year 
with an increase in profits which will 
clearly exceed the 21 % growth rate of 
the previous year. 

The shareholders' equity also rose mark- 
edly. In the first half of 1997. it increased 
by approx. 56% from CHF S3 bn as at 
the end of 1996 to CHF 8 bn. Growth in 
profits, the additional capita influx from 
r fie conversion ota bond issue, and nan- 
realised gains on stocks ware the chief 
contributors to this extremely gratifying 


increase. 


Gross premiums rose by approx 9% 
from CHF U3bnin the first half of 1996 
to CHF l$jbn. Since many foreign cur- 
rencies appreciated against the Swiss 
franc, growth in non-life business, 
which originates to a greater extant 
from abroad, was somewhat higher 
than that in life insurance. Investments 
increased to approx CHF 94 bn in the 


Erst half of 1997 as against CHF 85.8 bn 
at the end of 1996 An active investment 
policy and the booming stock exchanges 
had a favourable influence on the finan- 
cial result. 

Wntwthur'* position as tha market 
loader in Switzerland and as number 
four in European direct business forms 
the basis of the Winterthur Group’s con- 
tinuing success: Winterthur has gained 
a foothold in the growth markers of Asia- 
Pacific, and business is developing very 
posioivefr. We are succeeding in our ef- 
forts to increase Winterthur Is share of 
industrial business in North America. 
We intend to expand our leading posi- 
tion in multinational industrial business. 
In reinsurance business, the strategy of 
concentrating on interesting market 
segments has proved its worth. 

A is from this position of strength that 
Winterthur is joining Credit Suisse 


Group, which thus becomes 
one of the ten major inter- 
national financial services 
groups with considerable 
potential to develop and to 
increase its profits. Within 
the Credit Suisse Group, Wntarthurwill 
continue to pursue its successful strat- 
egy - a profit- and added vatue-ortomed 
focusing on its core business- as an In- 


dependent company. 






Peter Spirit 
Chairman of the Board 


W in tert hur Insurance 


Head Office 

General Guisan-Strasse 40 
CH-8401 Winterthur. Switzerland 
Telephone *41 52 261 11 11 
Telephone *41 52 261 23 71 
I Investor Relations) 
internet httpMvww.winterthur.com 
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Serious contender with no need for subsidy 


From Dr. Michael 
C. McDermott. 

Sir. Your columns have 
recently reported allegations 
of gazumping by regional 
development agencies in 
order to secure inward 
investment in the UK, refer- 
ring specifically to actual 
and proposed investments by 
companies from South Korea 
and Taiwan. 

In this discussion there is 
a danger of overlooking tbe 
key point These companies 
in man}' cases are not nearly 
as footloose or Internation- 
ally mobile as our inward 


investment policy teams 
would have us believe. This 
is especially true of compa- 
nies investing in the UK in 
order to serve large indus- 
trial customers (for example. 
Chung Hwa). 

However, even in cases 
where European consumers 
represent the market for 
plant output, these compa- 
nies often regard the UK as 
the sole serious contender 
for proposed large greenfield 
Investments. For example, 
the likelihood of Hyundai 
Motors selecting a European 
Union country other than 


the UK for such an invest- 
ment is remote. 

Rather than regard the 
UK's success in attracting 
inward investment with 

Unquestioning op tiiniurn 
regarding the competitive- 
ness of the economy, it is 
time for a much more criti- 
cal appraisal. 

\ wonld'suggest that in tbe 
first instance the first step 
should be tbe establishment 
of a national “premier 
league" comprising the most 
able from the regional devel- 
opment bodies. 

■ Once ft undertakes tbe 


analysis required to estab- 
lish a development strategy 
that looks beyond simply 
creating employment oppor- 
tunities, it may in the pro- 
cess realise that large 
amounts of public funds are 
being given to investing 
companies that in all likeli- 
hood would invest in the UK 
anyway. 


Michael C. McDermott, 
Strathclyde International 
Business Unit, 
department of marketing. 
University of Strathclyde, 
Glasgow, UK 


When crusaders consort with the enemy 


From Mr Cosmo Lush. 

Sir, I applaud your cover- 
age of the evolving relation- 
ship between multinational 
corporations and public pres- 
sure groups (“Facing up to a 
challenging opposition", 
October 31). It is a symbol of 
the seriousness with which 
this issue is now approached 
that your newspaper should 
include it in its analysis of 
the global company. 

As you rightly point out, 
the growth in influence of 
public pressure cm corporate 
activities is an inevitable 
outcome of western compa- 
nies' expansion into sensi- 
tive areas of the world and 
the freedom technology has 
given os to scrutinise this 
progress back home. 

It is also the result of the 
increasing loyalty we con- 
sumers have towards our 
favourite brands. Whether . 


corporate in the case of 
Shell, or consumer-oriented 
such as Nike, tbe brand is 
the perfect target of the cam- 
paigner, who seeka the most 
potent access route to the 
minds of his or her public. 

A closer relationship 
between companies and 
pressure groups is inevita- 
ble, and both sides are cur- 
rently engaged in establish- 
ing tbe nature of that 
relationship. Your article 
made clear how difficult this 
can be far companies, and if 
should be added that it is an 
equally sensitive process for 
the pressure groups in the 
other corner. Private dinners 
between chief executives and 
campaign directors take 
■place with increasing fre- 
quency. but the extent to 
which the results of such 
dialogue are accepted by the 
foot soldiers on both sides 


has not yet been established. 

Just as -companies rely on 
the support 'of their share- 
holders, pressure groups 
need the continued loyalty of 
their public if they are to 
survive. Co-operating with 
the enemy is doubtless good 
for social and en vir o nm ental 
welfare as well as for busi- 
ness, but the extent to which 
pressure 'group supporters 
will accept the rebranding of 
their crusader knights is not 
yet known. 

Pressure groups play a 
vital-role in society. Let’s 
hope theyare not eclipsed 
by their own success in 
effecting change. 


Cosmo Lush, 
associate director, 
public affairs, 
Burston-Marsteller, 
24-28 Bloomsbury Way, 
London WClA 2PX, UK 


Accounts cannot fudge payments to lessors 


From Mr John Ralfe. 

Sir, Lex comments (Octo- 
ber 31) on the possibility 
that new UK accounting 
standards will require pay- 
ment commitments under 
leases to be capitalised on 
the balance sheet of lessees. 
These comments are well 
made. The unconditional- 
commi tment to main* pay- 
ments to a lessor is a Liabil- 
ity, and is exactly the same 
as the commitment to make 
payments to a bank under a 
loan. Why should companies 
be able to fudge this and not 


show tbe liability on the face 
of the balance sheet? 

Getting leases right is not 
a trivial matter. For compa- 
nies that lease a large part of 
their assets, especially retail- 
ers leasing stores, tha impact 
on reported return on capital 
and financial risk is huge. . 
Shareholders. and creditors • 
may, or may not. currently 
understand the impact of 
lease obligations and reflect ■ 
them in their decision-mak- 
ing and relative pricing. 
However, they should be 
given the opportunity to do 


transparently, and without 
having to make guesses or 

assumptions. 

My criticism of the 
accounting standards bodies 
is not that they are trying to 
do too much, but that their 
approach is too timid. The 
UK's Accounting Standards 
Board, in particular, has 
been sOezrt on the subject for 
at least a year. 


JohnRalfe* 

24 Devonshire Road, 

West Brfdgfbrd, 
Nottingham NG2 6EU. UK 


No more 
theories, let’s 
get on with it 


From Mr Duncan Johns. 

Sir, Hardly a day passes 
without a learned analysis 
your columns on the bene: 
and risks of European eco- 
nomic and monetary unioj 

I am sceptical of the vie’ 
of banking economists anc 
financial scribblers who 
have a vested interest in 
speculation in the currenc, 
markets. The central issue 
whether Emu will promote 
Increasing prosperity for tl 
people of the European 
Union. 

I propose the following 
test 

1. Wifi it facilitate the flow 
of capital to the areas of 
greatest demand? 

2. Will it allow the Euro- 
pean regions to better utili 
their indigenous potentials 
be they industrial, agricul- 
tural or the provision of 
services? 

3. Will it free up the flow 
of labour and the sharing c 
knowledge? 

4. Will it encourage inves 
meat in new technologies 1 
Product, process and com- 
munication? 

As the answer to all four 
questions is clearly “yes" 
let’s stop theorising and ge 
on with it. 


Duncan Johns, 
206 Green Villa, 
Daemyung Dong, 
Nam Ku, 

Taegu, 

Sooth Korea 
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COMMENT & ANALYSIS 
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A Latin lesson 
from Asia 


The financial tornado that 
began in Asia has finally wound 
up in Latin America, hi far *. 
Latin American economies, for 
better and for worse, look very 
different from Asia's - but their 
reaction to the turmoil on Wall 
Street emphasises some con- 
tinuing fragilities. 

The top of the investor hit-list 
was Brazil, its shares fell by 
close to a third and the interest 
margins on its bonds widened 
by almost 4 3 4 percentage points 
from early last month. Other 
countries suffered too, particu- 
larly Argentina, with a currency 
board similar to Hong Kong's. 

Brazil’s economic position 
bears most resemblance to the 
troubled economies of Asia: it 
has an overvalued dollar-linked 
exchange rate and a current 
account deficit running at -L5 
per cent of gross domestic prod- 
uct. Worse, it is running a bud- 
get deficit of 5 per cent of GDP, 
contributing to a government 
financing requirement this year 
of more than $50bn. 

Yet the troubled Asian econo- 
mies are at the end of a long, 
expansionary economic cycle. 
Latin America's main econo- 
mies are either in the early 
stage of an expansion (Mexico 
and Argentina) or have enjoyed 
only moderate economic growth 
for several years (Brazil). Asset 
price inflation has been insignif- 
icant and bank credit growth 
has been modest, since bankers, 
governments and others are still 
heeding the salutary lessons of 
Mexico's 1994-96 financial crisis. 


Gallic gridlock 


Yesterday, the first full day of 
the latest French truckers' 
strike, brought two rays of 
hope. First, the main employers’ 
organisation, the FNTR. which 
broke off negotiations last week, 
agreed to “the principle" of 
fresh talks. Second, the French 
authorities showed - for them - 
unusual robustness in clearing 
away some blockades on the 
German and Spanish borders. • 
Nonetheless this strike could 
develop into at least as bitter a 
battle as the similar stoppage of 
a year ago. The memory of that 
two-week strike is still fresh in 
people's minds and has fore- 
warned many to the impact ofa 
repeat. France's neighbours 
have been speedier this time to 
remind Paris of its responsibil- 
ity to keep its highways open. 

But if governments were lore- 
warned, the protagonists have 
also forearmed. The striking 
truckers have been quicker to 
set up road blockades and 
quicker to block fuel depots in a 
way that could halt traffic on 
the roads that remain free. 
Among the employers, the 
larger companies seem readier 
for a confrontation that might 
have, for them, the side-benefit 
of driving some of their weaker 
brethren off the road. 

France's central position in 
western Europe multiplies the 
effect of disruption on its roads. 
Road freight from Britain. 
Ireland. Spain and Portugal is 
virtually condemned to pass 


through France to get access to 
other European markets. Much 
road traffic from Italy to north- 
ern Europe passes through 
France’s Alpine tunnels to 
avoid track weight restrictions 
in Switzerland and Austria. 
Thus French road strikes can 
put a stranglehold on Europe’s 
supposedly single market 

One of the market’s great 
-achievements was to blow away 
the cobwebs of routine border 
checks for trucks moving within 
the European Union. This, cou- 
pled with road haulage liberalis- 
ation, has improved the produc- 
tivity, competitiveness and 
regularity of haulage services 
within the EU. Certainly this 
has exacerbated the plight of 
the French truckers now on 
strike, but it has produced a 
revolution in logistics whereby 
many EU manufacturers now 
rely an just-in-time deliveries 
for their raw materials and fin- 
ished goods. It is these deli- 
cately balanced efficiencies that 
are put at risk by recurrent 
trouble on French roads. 

The French authorities must 
now put their greater responsi- 
bilities to their European part- 
ners in the balance and realise 
that they outweigh any domes- 
tic inconvenience in dismantl- 
ing the road blocks. Users of 
French roads deserve a mini- 
mum service of obstruction-free 
highways, and the Jospin gov- 
ernment must act to guarantee 
that. 


Rough justice 


Last week, the International 
Monetary Fund delayed paying 
out Use latest $700m tranche of 
its three-year standby credit for 
Russia, in spite of praising the 
government's overall economic 
performance. - 

It was a rough reminder of 
the strict conditionality 
attached to the $10bn loan, espe- 
cially coming on top of the tur- 
bulence which saw wild fluctua- 
tions on the Moscow stock 
exchange. But the Russian gov- 
ernment had failed to collect its 
intended tax revenues, and. thus 
to curb its budgetary spending 
arrears. It is paying the price. 

According to Anatoly Chu- 
bais. the deputy premier, the 
government managed to collect 
only 52 per cent of the taxes it 
had budgeted for the first nine 
months of the year, in spite of a 
strenuous campaign to do so. 

It is certainly easier said than 
done. According to most calcu- 
lations. if Russian companies 
were compelled to pay their 
legal taxes, they would all be 
bankrupt. Their tax burden 
thus becomes a matte* of arbi- 
trary negotiation with the tax 
man. and the amount they pay 
_ reflection of their political 
connections. It is a thoroughly 
unsatisfactory system. 

A similar picture emerges 
from this week’s Transition 
Report lor the whcde of central 
and eastern Europe, published 
the European Bank for 
Reconstruction and Develop- 


ment. Gradually improving eco- 
nomic performance is under- 
mined by the continuing lac* of ! 
predictable government policies 
and reliable legal institutions. 
Investors face a terrifying com- 
bination: unpredictable govern- 
ment regulation, and depress- 
ingly predictable levels of 
corruption. 

Some would argue that the 
IMF is wrong to be so doctri- 
naire cm tax collection in Rus- 
sia.. -They say the government 

never has collected the taxes it 
is owed..and never will succeed 
in doing so. It is attempting to 
rewrite the tax code to be more 
realistic and enforceable, but is 
faring stem resistance from an 
unholy alliance of communists, 
bankers, and the media. 

But in spite of the negative 
me ssa ge it sends to the markets, 
the IMF i& right to be tough. R 
is essential that Russia, along 
with its former neighbours and 
vassals, establish the basic 
requirements of a law-based 
state. Until it does so. it will 
only attract the most specula- 
tive short-term investors, who 
axe prepared to take the risk of 
fickle officialdom. 

The lesson of the EBRD is 
clear: those eastern European 
countries that have moved fast- 
est to create the legal basis for a 
market economy, and reduce 
the arbitrary interference of 
underpaid bureaucrats, have 
made most progress towards 
sustained economic growth. 


Ready, aim, consolidate 

Alexander Nicoll on the pressures that are forcing European 
governments to contemplate a more rational defence industry 


In Brazil, It is clear that the 
fiscal ffeffrif IS ungngtafnahTo in 
the medium-term. However, 
with some $60bn of currency 
reserves in mid-October and the 
potential for some $80bn of pri- 
vatisation revenues in the three 
years to 1999, there is a large 
cushion to suggest the current 
strains will not turn into an 
exchange rate crisis. 

However, the market collapse 
lias once again exposed Latin 
America’s continued excessive 
dependence on foreign markets 
for capital. Behind this is a 
domestic savings rate that is 
insufficient to promote gw mfa , 
and part of the explanation for 
that is weak public finances in 
spite of the sharp improvements 
that have taken place over the 
past few years in controlling 
public spending; too many gov- 
ernments still resort to deficit 
financing in the good times, 
leaving themselves with no 
flrianffiai c ushio n in *hA bad. 
The nervousness in the Brazil- 
ian and Argentine capitals over 
the last week ha« been unneces- 
sarily increased by excessive 
government spending. 

Governments across the 
region have introduced riiang eq , 
such as pension fund reforms, 
that in the long run should 
address low savings. Bat they 
can also send a powerful 
short-term message to the Inter- 
national markets that they 
mefln business, by acting deci- 
sively to cut fiscal deficits. Leg- 
islators in Brazil and Argentina 
take note. 


H ere is the night- 
mare of the British 
defence contractor 
in 2010, the UK 
Ministry of 
Defence orders a weapons system 
that wiQ bring substantial busi- 
ness for years to come. But the 
order does not go to EuroDef- 
ence, the conglomerate into 
which surviving European arms 
makers banded a few years ago. 

Instead, it goes to Lockheed 
Martin, because the US company 
can deliver the project more 
cheaply. Since EuroDefence is 
not seen in Britain as British, 
there is no political reason for 
the government not to go to 
Lockheed — which in any 
will place plenty of sub- 
contracting business in the UK. 

At one stroke, the point and 
the pain of creating a European 
defence company would have 
been rendered worthless. An 
industry that in 1997 provided 
substantial employment and 
exports would have been 
destroyed - or so goes the night- 
mare, which is echoed in many 
other European capitals. 

ft is in their response to this 
fear that European companies 
differ when they seek solutions 
for what, all would agree, is a 
pressing problem: there are too 
many of them chasing too few 
orders, carrying too much cost 
and hattltri g against ever -tougher 
competition. Some companies 
believe a pan-European solution 
must be found, and quickly. Oth- 
ers are not so sure. 

John Weston, group managing 
director of British Aerospace, 
says: “The pressure we’re lacing 
is that we either solve these prob- 
lems or we don't have an indus- 
try." Another British adds: 

“Compared with the US. we've 
hardly got to square out" 

The US government, which has 
cut annual spending on procure- 
ment by 67 per cent in real terms 
since 1965, engineered a dramatic 
series of acquisitions. This has 
left just three companies - Boe- 
ing/McDonnell Douglas. Lock- 
heed Martin and Raytheon - 
c om p e t i ng to run the biggest pro- 
jects in the high-spending areas 
of aircraft manufacture, guided 
weapons and defence electronics. 

Unlike their European competi- 
tors they have only one principal 
customer, the US Department of 
Defense. The US remains by far 
tiie world's biggest spender, even 
at the reduced post-cold war 
level. US companies can count on 
good domestic business to boost 
their export credentials and 
enable them to devote resources 
to developing fixture generations 
of defence equipment 
Europe, by contrast, sports a 
larger number of companies in 
need of big orders to keep them 
afloat While there are joint pro- 
grammes such as the £42bn Euro- 
fighter project, there are no inte- 
grated European defence 
requirements. France, for 
instance, is buying the French 
Rafale instead of Eurofighter. 
European companies, which in 
France, Italy and Spain remain 
largely in the public sector, 
have mostly been focused on 
supplying their home defence 
ministries. 

For most governments making 
pro cu rement decisions, domestic 
politics and the used to safeguard 
jobs have taken precedence over 
value for money. Such political 
i mperati v es will not lessen. but 
the pie that European companies 
are competing for is much 



smaller than America’s and is 
likely to contract still further. 

"European markets are narrow, 
segregated and shrinking." says 
Francois Heisbonrg, senior vice- 
president of Matra-Defense, part 
of France's Lagardere group. “If 
the Europeans do not restructure 
their own industry, the 
Americans will be deli gh ted to do 
it for them." 

Nato's European member gov- 
ernments spent $47bn (£28bn) on 
procurement research and devel- 
opment last year, compared with 
$77hn spent by the US. But while 
Britain and Germany have nearly 
halved defence spending as a pro- 
portion of gross domestic product 
in the past decade, cuts in France 
and Italy have been more mar- 
ginal. But all countries are under 
intense pressure to contain 
spending as they approach eco- 
nomic and monetary union . 

Given such pressures, it is not 
surprising that efforts to rational- 
ise the European defence indus- 
try are gathering pace. The past 
few months have seen a spate of 
corporate deals that edge Europe 
towards a solution, though they 
fall short of the bold strokes 
some believe are needed. 

Among the recent deals, BAe 
and Daimler-Benz Aerospace 
(Dasa) bought the defence elec- 
tronics interests of Germany’s 
Siemens. Matra BAe Dynamics, 
BAe's missiles joint venture with 
Lagardere, took a 30 per cent 
interest in Dasa’s missiles subsid- 
iary. France’s Thomson Is to be 


reorganised by the French gov- 
ernment under the leadership of 
Alcatel Alsthom, bringing in Das- 
sault Electronique and parts of 
Aerospatiale. GEC Marconi, 
defence arm of the UK General 
Electric Company, is pooling 
some of its defence electronics 
and missiles businesses in a joint 
venture with Alenia, the defence 
arm of Italy's Finmeccanica. 

These transactions, as well as a 
range of joint ventures and con- 
sortium bids on individual arma- 
ments programmes, underline 
the fact that Europe’s defence 
companies are developing into an 
interlocking web. 

Mr Weston of BAe wants to see 
the emergence of a single Euro- 
pean company with the capital 
base and skills to be a “prime 
contractor" running big projects 
in civil and military aircraft, 
guided weapons, satellites, heli- 
copters, and electronic systems 
integration. While the industry 
could reach this end eventually 
through its present step-by-step 
formation of joint ventures, says 
Mr Weston, the shareholding 
structure would get too complex 
and the process would take too 
long. 

Although companies work 
together on collaborative pro- 
grammes. he says, “we are 
investing in our technical skills 
and our people several times 
over. We could produce savings 
for both our shareholders and 
our customers." 

The most obvious obstacle to 


Europe's fragmented industry 
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the BAe vision is France. Until 
recently, the French bad shown 
little enthusiasm for reorganisa- 
tion of the Airbus consortium - 
which could theoretically serve 
as the base for a European aero- 
space and defence conglomerate 
- into an integrated corporate 
group. France’s Aerospatiale is a 
partner in Airbus with BAe, Dasa 
and Casa of Spain, but is not part 
of the Eurofighter consortium. 
However, the French government 
has now indicated that it is pre- 
pared to support Airbus taking 
control of all its civil aircraft fac- 
tories, although differences 
remain as to who should own 
those facilities. 

A dvisers to the French 
government believe 
the attitude in Paris 
is beginning to 
change as it recog- 
nises the need to cut defence 
spending and to cease absorbing 
losses at some of its defence com- 
panies. “There has been a dra- 
matic change in the mindset,” 
says one adviser, who sees the 
decision to reorganise Thomson, 
even though it appeared to put 
French interests before all else, 
as the first sign of a more realis- 
tic approach. 

Sudi views would be underpin- 
ned if the new Thomson moved 
quickly to conclude international 
alliances with other European 
companies such as GEC and 
Dasa. as Alain Richard. French 
defence minister, has said it 
would be in a good position to do. 

GEC, which has a long-stand- 
ing relationship with Alcatel in 
particular, was quick last month 
to welcome France's consolida- 
tion plans. It pledged to work 
with Thomson and its allies in 
any fixture Europe-wide restruct- 
uring. George Simpson. GEC's 
managing director, said the 
French plan “created the scope 
for European restructuring to 
happen". 

But that approach may not 
develop into an embrace of the 
super-company envisaged by 
BAe. Some people believe that a 
pan-European approach will not 
be the best way for companies to 
keep their most important cus- 
tomers. 


B SERVER- 


“Spud" 

peeled 


T.p Jenny Shipley doesn’t seem to 
C,see<rany tutarfog when it comes 
tti mastering the dark polfflcal 
Vaetts. fix a classic tale of 
vxxa^piretorial plotting white ti» 

? boss was away flying New : . 
;ZeateWTs flag, Shipley used her 
igutsjdetenjfinatitaiand ... 
> swimmer’s shoulders to efoow 
i^atoae minister Jim “Spud" ' 
c Bowser otttof the way. 

N> WHh Bolgeron the other side 
off-tiie wcriri, 45-year old Shipley 

' jtoteo ped afl the skills she’s 
learned in a 10-year political 
career to have a go at becoming 
. tlte country’s, first woman prime 
; minis ter- - - ■ 

. . Although she’d been quietly 
. preparing a leadership challenge . 
r for months, the crunch came 
; when the National Party 
• right-winger marched at midday 
.anMonday into Bolgerts office. 
She left Bulger - busy hosting 
TE5 deputy- secretary of state 
Strobe Talbott - almost 
’SBeochlags and with little room 

- fix- manoeuvre. • 

The daughter of a 
. Presbyterian minister who hails 

- from the South Island town of 
Blenheim, Shipley is an 
articulate and ftcoeftfi speaker. 

Bat she’s remembered mostly as 
■ the minister re spons ib le for 
welfare and health service 
. reforms, many of which remain 


unpopular. Protestors ones 
burned her effigy on the streets. 

But Bblgeris time was widely 
seen to have passed. Most voters 
might agree with, a Shakespeare- 
misquoting Rod Alley from 
Wellington's Victoria University. 
As be put it “Better it were 
done quickly if it were done at 
alL": 


‘Lardy be. 

■ Too early to tell if the “Curse 
of the House of Guinness" 
struck again-bui aristocratic . 

en trepreneur Lord Moyne's • 
curious Scandinavian 
adventures seem to have hit an 
icy patch. 

Moyne, perhaps better known 
as one-time journalist, merchant 
banker and would-be politician 
Jonathan Guinness, is rarely 
reluctant to talk about an 
action-packed life in a family 
which has'had its fair share of 
tragedy and catastrophe. 

Various members of the brewing 
dynasty have met with a sadden 
pnd. emb racing everything from 
road aochte nts to assas sination 

But this time, the eldest son 
of socialite Lady Diana Mitford 
and stepson of British fascist 
leader Sir Oswald Mosley, is 
maintaining a discreet silence 
about the alleged transfer of 
funds out of Swedish investment 
company Trustor. 

Moyne, an energetic 67 who’s 
said to smoke once a year - an 


no smoking day - was hardly 
known in Sweden until be 
recently bought a controlling 
stake in Trustor then he made a 
play for Swedish sporting goods 
outfit Amer but the plan came 
unstuck in a cloud of 
controversy. 

Having sold a Gainsborough 
portrait a few years back, 
because he was “pushed” for 
money, Moyne once said be 
wished he h**d the financial 
acumen of his Guinness 
great-grandfather. Since arriving 
in Sweden, however, he’s been 
leaning on investment adviser 
Peter Mattsson and London 
lawyer Lindsay Small bone. With 
the Stockholm authorities 
grumbling, looks like Guinness 
isn’t going down too well in 
Stockholm. 


Vlad’s the lad 

■ There’s a nooe-too*ubtle 
campaign undo* way to spruce 
up the image of Vladimiro 
Montesinos, Peruvian president 
Alberto Fujimori’s rarely seen 
chief security adviser. 

Montesinos has just received 
extravagant public praise from 
the head of the armed forces for 
bis outstanding role in planning 
April's daring hostage rescue 
from the Japanese embassy. 
Even better, he’s also been 
credited by two ministers with 
masterminding a huge 
m arijuana haul - an intriguing 


tnra of events given recent 
alle gati ons against him of aiding 
and abetting drugs traffickers. 
And in an unprece d ented 
appearance at a Lima cocktail 
party, he found journalists 
asking him for bis telephone 
number. He responded, 
worryingiy: "Don’t worry. I 
know where to find you." 

A dose Montesinos crony says 
there’s a sound enough reason 
behind the radical departure: 
“Vladi" wants to ran for the 
presidency in 2000, 


Wave goodbye 

■ Say farewell to the Mexican 
wave. The jack-in -a-box 
orchestrated celebration so 
popular during great sporting 
occasions is fast going the way 
of the football rattle. 

The wave, of course, was 
hardly Mexican but got its name 
from the 1966 World Cup finals 
in Mexico. It was first used in 
1961 after being dreamed up by a 
band director at the University 
of Washington for use during 
American football matches. 

Now the death-blow has been 
delivered by Brad McDavid, new 
band leader at Washington, who 
says the wave is being dropped. 
In any case, successors are 
already emerging. Fans at 
Florida State University are 
already practising the 
“tomahawk chop". Sounds 
brave. 


“If you just follow a European 
strategy right now, you're going 
to get it wrong." says Bruce Mac- 
donald, director of European cap- 
ital goods research at NatWest 
Markets. "It will be like rearrang- 
ing the deckchairs on the 
Titanic." 

Those who favour a more 
global approach argue that a pan- 
European solution will take too 
long given inevitable resistance 
in some countries to the privati- 
sations and plant closures this 
would entail. “How do you merge 
a public sector and a private sec- 
tor company?" asks Digby Wal- 
ler. defence economist at the 
Internationa] Institute for Strate- 
gic Studies. 

The difference between this 
approach and the BAe vision is 
probably more in emphasis than 
in substance. All defence compa- 
nies - including BAe, which is 
involved in the US Joint Strike 
Fighter programme - want to 
penetrate the US market more 
deeply. “We must not create a 
fortress Europe," says Mr Wes- 
ton. “We should be collaborating 
more across the Atlantic, not 
less." 

Companies that have already 
stripped out costs and compete 
stroDgly for US business do not 
want to he delayed or handi- 
capped by less-effleient European 
partners. They are all the more 
wary because they see the real 
cutting edge of the industry 
being driven by US development 
of the next generation of 
advanced technology 
weapons. 

In practice. European govern- 
ments will have a strong role to 
play in forging the future shape 
of their defence Industry. As the 
main customers, they are in a 
position to drive cost savings 
through large programmes such 
as Euroflghter and to co-ordinate 
their procurement requirements 
more closely if they wish. 

Sir Robert Walmsley. Britain's 
chief of defence procurement, 
expresses frustration at the delay 
in European defence restructur- 
ing. The first step is private own- 
ership. he says in a remark 
clearly aimed at Paris and Rome: 
"If we can just stop wringing our 
hands, and take action." 


100 years ago 

Latin Union Silver Coins 
The five countries of the 
Latin Union - France. Italy, 
Belgium.. Switzerland and 
Greece - have agreed to 
increase the amount of the 
small silver coinage on a scale 
of one franc per head of 
population, including the 
colonies. The agreement 
provides that the new money 
shall be made by melting 
down coins of the value of 
five francs, of which the 
supply is in excess of the 
demand. Exception to this 
rule is, however, made in the 
case of France, which will 
make 127.000,000 francs out of 
five franc pieces and 3,000,000 
francs out of bar silver. 

50 years ago 

Budget Next Week 
The Government has now 
definitely fixed Budget day for 
next week. It is not yet 
certain whether it will be 
Tuesday the 11th, in 
accordance with tradition, or 
Wednesday, 12th. The reason 
why the date has been put 
forward lies partly in the 
heavy buying that has been 
going on in anticipation of the 
increase in the Purchase Tax. 
Another reason is that in the 
following week the Royal 
Wedding would cut Into the 
three-days debate. It is 
unusual to give such short 
notice of Budget day, but it 
was foreshadowed in the 
King’s speech. 
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Thai premier to resign 
over financial crisis 


By Ted Bardacke in Bangkok 

Chavalit Yongchaiyudh. 
Thailand's embattled prime 
minister, announced yesterday 
that he would resign this week 
alter U months in power. 

Under Gen Chavalit’s pre- 
miership Thailand slipped Into 
a financial crisis that spread to 
other south-east Asian econo- 
mies and beyond. 

“I believe that it is about 
time for me allow other people 
a chance to rule," Gen Chav- 
alit said. He would seek an 
audience with Ring Bhumibol 
Adulyadej on Thursday to 
inform him of his decision. 

Leaders of the general’s six- 
party coalition said they would 
today approach Prem 
Tinsulanonda, former prime 
minister and royal adviser, to 
take over to ensure the govern- 
ment remained intact 

If the elder statesman 
declines, as expected, the job 
may fall to another farmer PM, 
Gbatichai Choohavan, leader 
of the Chat Pattana party, the 
second coalition party. 

The opposition Democrat 
party may also try to put 
together a coalition govern- 
ment But as elections must be 
held by next May, few politi- 
cians want to assume responsi- 
bility for pushing though aus- 


South-east Asian financial 
markets rallied yesterday as 
Indonesia’s IMF-backed 
recovery programme helped to 
bolster confidence In the 
region's economies. 
Intervention by Singapore and 
Japan In support of the rupiah 
lifted the Indonesian currency 

terity measures. Ten days ago 
Gen Chavalit responding to a 
week of street demonstrations 
and the resignation of his sec- 
ond finance minister, 
announced a cabinet reshuffle 
which brought in a number of 
non-politicians to serve as 
caretakers until new elections. 

Financial markets failed to 
respond positively to the cabi- 
net changes and w)ls resumed 
for Gen Chavalit to step down. 
this time from within his own 
coalition. Gen Chavalit, a 
retired army commander, met 
senior generals yesterday, who 
reportedly agreed with his 
decision to step aside. 

Earlier yesterday Hubert 
Neiss, International Monetary 
Fund director for Asia-Pacific, 
met Gen Chavalit Gen Chad- 
chai and Chuan Leekpai, Dem- 
ocrat party leader. 

Mr Neiss, who led the negoti- 
ations which resulted in the 
IMF's $l7.2bn rescue package 


9 per cent against the US 
dollar. That helped lift the 
Malaysian ringgit the 
Philippines peso and the 
Singapore dollar. Stock 
markets were also lifted. 

Report Page 6; Currencies, 
Page 29: World stocks. Page 40 

for Thailand, urged them all to 
implement financial sector 
reforms quickly, saying it was 
a major factor in restoring 
investor confidence, the gov- 
ernment said. 

Gen Chavalit said he would 
remain in office tomorrow to 
preside over a special session 
of parliament dedicated to 
enacting six laws related to 
restructuring the financial 
system. 

This week the IMF is 
conducting its first review of 
Thailand's economic perfor- 
mance since the rescue pack- 
age was unveiled. Satisfactory 
progress is required for Bang- 
kok to continue receiving dis- 
bursements from the IMF. 

A new government is likely 
to ask the IMF to recalculate a 
number of performance targets 
- which were based on the 
baht stabilising at about BtS2 
to the US dollar - now the 
baht has slipped below Bt40. 
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THE LEX COLUMN 

Have no truck 


Levi to cut manufacturing 
jobs by a third in N America 


By Richard Water* 
in New Yoric 

Levi Strauss, the world’s 
biggest apparel maker, is shed- 
ding one in three of its manu- 
facturing workers in North 
America, though it denied 
claims that it was shifting jobs 
to low-cost sites elsewhere. 

The move, involving the clo- 
sure of U plants employing 
6,395 people, marks an attempt 
to cut the privately held com- 
pany's reliance on blue jeans, 
the product on which It was 
founded in 1850. Fierce compe- 
tition from low-cost competi- 
tors, most of them selling 
jeans made in Asia, has forced 
Levi to reconsider the position 
of its brand and back away 
from pursuing higher sales for 
their own sake, company exec- 
utives said. 

The sackings will dent the 
reputation of a company long 
known for its generous treat- 
ment of workers. To soften the 
blow. Levi announced a range 
of benefits which It said were 


better than other American 
company had offered in similar 
circ umstances. 

Robert Haas, chairman and 
chief executive, said Levi did 
not expect to cut hs workforce 
overseas, which is around 
13Ji00. He said the cuts in the 
US and Canada were not an 
attempt to tilt Levi’s produc- 
tion base towards lower-cost 
countries, but a move to 
reduce overcapacity in North 
America. 

Mr Haas, a great-great- 
grand-nephew of the compa- 
ny's founder, added that Levi 
“still believed there is value to 
having a substantial manufac- 
turing base" in every region 
where it sells its clothes. This 
gave it greater flexibility to 
adjust production to local 
demand, and to pursue mass 
customisation by making gar- 
ments to individual orders. 

The company would also 
devote more attention to other 
garments, such as tops, and its 
other clothing brands, includ- 
ing Dockers and Slates. 


The move was seen by 
industry observers as a way of 
fighting back against lower- 
cost competitors by moving 
the company's base of produc- 
tion. “Most of the apparel com- 
panies are shifting their sourc- 
ing overseas. This should hafp 
[Levi] over time," said Dana 
TeJsey, an industry analyst at 
Bear Stearns. 

Levi announced plans to cut 
1,000 white-collar workers ear- 
lier this year, and its board 
has been discussing the need 
to cut manufacturing jobs far 
the past two years, said Mr 
Haas. “We agonise over issues 
like this much longer than 
other companies would." 

Levi said it would pay work- 
ers eight months' notice. Other 
benefits include a $6,000 allow- 
ance for items such as reloca- 
tion and retraining and a $500 
bonus fra- finding a new Job. 

The company also said the 
workers who were sacked 
would still qualify for a bonus 
scheme In 3002 if the group fait 
cert ai n targets. 


Sanyo Securities files for bankruptcy 


Continued from Page 1 

Nomura Securities. Last 
month three of Sanyo’s main 
banks - Bank of Tokyo-Mitsn- 
bishi, Nippon Credit Bank and 
Daiwa Bank - provided Y9bn 
of emergency support. The 


ministry of finance said it had 
asked the same banks to help 
Sanyo with operating liquidity 
while it restructures. 

The most likely outcome Is 
for Sanyo to be absorbed by 
another broker, but so far 
most potential suitors have 


been put off by its massive 
bad debts and unprofitable 
operations. Last month it 
reported a first-half pre-tax 
loss of Y4.4bu. 

Sanyo's shares have fallen 
from a peak of Y3.450 to April 
1387 to Y84 on Friday. 


By Greg Mcfvor in Stockholm 

Swedish police have launched 
an Investigation into the 
alleged disappearance of 
SKr600m-SKr700m (5414m- 
$483m) to assets from Trustor, 
the quoted Swedish invest- 
ment company in which Lord 
Moyne - formerly Jonathan 
Guinness - of the Irish bever- 
ages dynasty, acquired a con- 
trolling stake last June. 

Prosecution authorities In 
Stockholm expect tUs week to 
request British police assis- 
tance to their atte mp t to trace 
funds believed to have been 
transferred from Trustor’s 
Swedish bank accounts to a 
Trustor bank account to Lon- 
don shortly after Lord Moyne 
gained controL 
Bo Skarinder, state prosecu- 
tor to charge of the case, said 
yesterday dial the SKrfiOOm- 
SKr700m of cash which was 
transferred appeared subse- 
quently to have disappeared 
from Trustor’s London 
account 

The prosecutor, called in by 
police last week, said that If 
the sum had been transferred 
out of the control of Trustor, 
the transaction would be an 
apparent breach of Swedish 
law protecting the rights of 
other shareholders. 

Trustor shares remained 
suspended by the Stockholm 
stock exchange yesterday, 
having been stopped on Friday 
when the bourse was first 
alerted to the police inquiry. 
Hans Edenhammar, the 
exchange's head of market 
surveillance, described the 
allegations as “serious", 
adding that the bourse had 
received no explanation from 
Trnstor for the transactions. 

At the time of the Trustor 
acquisition in June, Lord 
Moyne said he planned to use 
the company as a vehicle for 
investment in the Nordic 
region. Trustor had been 
expected to make a statement 
to the market yesterday hut 
Mr Edenhammar said the com- 
pany’s auditor. Coopers & 
Lybrand, had been unable to 
supply verification, as 
required by the exchange. 

Mr Edenhammar said the _ 
bourse had received no expla- 
nation from Trustor for the 
transactions in question. He 
said the shares would remain 
suspended until Trustor made 
a statement, backed by the 
auditor's verification. 

Neither Lard Moyne nor his 
business associate Lindsay 
Smallbone, Trustor’s manag- 
ing director, were available 
for comment yesterday. 

Patrik TigenctuMd, head of 
Skandtnaviska Enskilda 
Banken Funds, the largest 
minority shareholder to Trus- 
tor, said: “We are very con- 
cerned and we wiB have to see 
what action we can take.” 

Observer, Page 15 
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Europe today 

Spain and Portugal will be mainly 
cloudy with scattered showers, 
although eastern Spain should be 
dry and very warm. Western France 
will start the day dull with outbreaks 
of rain. This wet weather will extend 
north and east throughout the day, 
reaching eastern France and the 
western Alps this afternoon. The 
Salearics, Corsica and Sardinia will 
have showers but most of Italy and 
Greece wffl be fine and bright. 
Central and eastern Europe will also 
be mainly dry with some sunny 
spells after an early frost. However, 
Scandinavia and north-east Europe 
will be very cold and wtrrtry with 
snow flurries. 

Five-day forecast 

North-east Europe will be wintry but 
will turn considerably milder by the 
weekend with some rain and strong 
winds. South-east Europe will be 
mostly fine and fairly warn but 
central and western Europe wifi 
become very unsettled with spelts of 
wet and windy weather. 


* ' - - 


today's temperatures 


Situation at midday. Temperatures maximum for day. F orec as ts by FA Wamho rCertre 


Abu Dhabi 
Accra 

A lgiers 

Amsterdam 

Athens 

Atoms 

B. Aires 

B.tem 

Bangkok 

Barcelona 


MtDdmunV 

Gelena/ 
sun 32 
tfumder 33 
shower 28 
cloudy 9 
fair 18 

fair 12 

shower 18 
ram 12 
thunder 32 
fair 23 


Berfin 

Bermuda 

Bogota 

Bombay 

Brussels 

Budapest 

CJiagan 

Gabo 

Caracas 


sun 13 
rain 11 

(sir 9 
Ur 5 
fair 27 
thunder 18 
Shower 34 

dowdy 10 
fair 7 
fair 5 
fair 28 
plunder 31 


Cardiff 

Casablanca 

Chicago 

Cologne 

□dear 

Dallas 

DdM 

Dubai 

Dublin 

Dubrovnik 

Edinburgh 

Fare 


rain 12 
doudy 24 
cloudy 7 
Mr 9 
sun 30 
Bun 24 

sun 28 

sun 33 
rain 11 
Mr 17 
rate 11 
drizzle 22 


FrenWirt dowdy 8 

Geneva cloudy 13 


Gibraltar 

Glasgow 

Hamburg 

Helsinki 

Hong Kong 

Honolulu 

Istanbul 

Jakarta 

Jersey 


rate 22 
drizzle 11 

Wr 6 
fair 1 
sun 24 
sun 29 
dowdy 14 
thunder 33 
rate 14 


Jgharimebug sun 28 


Mo other airline flies to more cities in 
Eastern Europe. 


Lufthansa 


Karadd 

Kuwait 

L Angeles 

LasPateas 

Lima 

Lisbon 

London 


sun 34 
shower 29 

sun 28 

fair 20 
rain 23 
rain 20 
late 13 


Lunbourg cloudy 8 

Lyon shower 16 

Madeira fair 23 


Matted 

Majorca 

Mtta 

Manchester 

Marita 

Melbourne 

Mexico City 

Miami 

Mfien 

Montreal 

Moscow 

Munich 

Nairobi 

Naples 

Nassau 

New York 

Nice 

Nicosia 

Oslo 

Paris 

Perth 

Prague 


dowdy 19 
thunder 24 
thunder 23 
rate 10 
thunder 30 
fair 21 
fair 23 
sun 27 
cloudy 14 
ndn 7 
snow -1 
rioudy 8 
thunder 26 
fair 22 
fair 28 
fair 13 
shower 18 
thunder 24 
Mr 8 
shower 12 
shower 2S 
cloudy 3 


Rangoon 

Reykjavik 

PBo 

Rome 

5. Fraco 

Seoul 

Singapore 

Stockholm 

Strasbourg 

Sydney 

Tangier 

TelAvfv 

To kyo 

Toronto 

Vancouver 

Venice 

Vienna 

Warsaw 

W ash i n gton 

Wellington 

Winnipeg 

Zurich 


shower 30 
shower 4 
cloudy 30 
cloudy 21 
sun 20 
ehower 15 
thinter32 
sun 3 
cloudy S 
ehower 20 
rain 23 
cloudy 25 
fair 18 
ehower 6 
rate 12 
cloudy 14 
cloudy 5 

fair 13 
dauby 15 
cloudy 2 
cloudy 8 


That unrest among France's 
routiers is becoming almost an 
annua l event is not terribly surpris- 
ing; every time the truck drivers 
cause trouble they get more or less 
what they ask feu;. Perhaps more 
remarkable still, though, is the 
extraordinary tolerance of French 
public opinion towards truck driv- 
ers repeatedly bringing the country 
to a halt - which itself partly 
explains why the government and 
employers are unwilling to take a 
harder lint* Yes, the drivers look 
miserably paid. But the harsh fact 
is that this merely reflects the mar- 
ket price for labour to an oversuppl- 
ied profession. Allowing the routiers 
to prop it up by holding the country 
to ransom every year does not seem 
an ideal solution. 

Nobody quite knows, but this 
time the odds look against a long 
dispute. The employers appear win- 
ing to cough up. a»ri the govern- 
ment has offered tax breaks to 
lubricate a deal In a narrow sense, 
such an amicable compromise 
might look good news. With luck, 
France could get back to work with- 
out suffering the economic damage 
caused by last year's two-week epi- 
sode, which probably knocked a 
quarter of a percentage paint off 
gross domestic product 

That in itself gives the govern- 
ment every incentive to keep the 
drivers sweet But it should beware. 
Far one thing, success would give 
them every reason to try their luck 
another time. More Importantly, it 
would send a powerful signal to 
other French employee groups to 
give trouble-making a go. 

Korea 

All the fretting about south Asia 
haw risked dta gmging a larger prob- 
lem; South Korea. As a $500bn-a- 
year economy, it is as big as Indon- 
esia, Thailand and Malaysia com- 
bined. But because more closed to 
foreigners, it has bad less attention. 
With $120bn of foreign debt, though, 

I it is too big to be ignored. And there 
are increasing signs of the pips 
: starting to squeak: a string of cor- 
porate bankruptcies, downgrading 
of the sovereign debt, as well as 
that cf four of the six largest banks, 
and a slump in the stock and cur- 
rency markets. 

The economy has serious struc- 
tural problems: significant indus- 
trial overcapacity and a fragile 
banking sector are probably the 
most grave. On top of these, it now 
faces a debt crisis. High growth has 
to the past allowed companies to 


Won per $^ 
800 


Seoul Composite 
800 



foot hefty interest payments. But 
with domestic and export demand 
set to slow, and key export prices 
failing , meeting payments will 
become increasingly difficult. Add 
to this significant mnhArignd foreign 
borrowing, and the problems start 
to look severe. 

It is difficult to be optimistic. The 
economy is crying out for financial 
deregulation, which -would intro- 
duce much-needed foreign capital. 
But the government is unwilling to 
accept the gravity of its plight, 
hence the tepid reform agenda. And 
wort month’s presidential elections 
are unlikely to mark a change for 
the better. . 

Right now.it looks more likely to 
attract fire attention of the Interna- 
tional .Monetary Fund than the 
investment community. 

Hilton/ITT - 

At first sight, managerial bravado 
might seem to be drtvfasg corporate 
strategy at Hilton. After Wall 
Street’s enthusiastic response two 
weeks ago to Starwood Lodging's 
trumping of its $70 per share offer, 
HUton appeared to walk away from 
ITT. Far from it The hotel group's 
latest offer, $2 short of Starwood’s 
$82 per share, challenges the mar- 
ket view that it could, not afford a 
bidding war with its highly tax-effi- 
cient rival 

Hilton’s return to the fray is in 
fact nicely judged. Slightly under- 
bidding Starwood’s mainly paper 
offer - in a manner reminiscent of 
GTE’s tactics vis-a-vis WorldCom - 
looks clever. Starwood cannot raise 
its offer without betraying lack of 
confidence in the value of its own 
paper. Moreover, Starwood’s paltry 
$15 cash is likely to be available 


only after a lengthy wran gle over 
the incorporation of ITTs casino 
lybrinewKi*; into its tax-free trust. By 
contrast. Hilton’s offer is essentially 
risk-free, with most coming in cash 
• and the rest in the form of shares 
whose value is virtually guaran- 
1j6&(L 

Although Starwood’s highly rated ; 
paper has recently held up well, 
nnHfcg WorldCom 's. it looks as if 

the current flight to credit quality 
wiU ultimately benefit the invest- 
ment-grade HUton. A -JO- basis-palm 
drop in its borrowing rate has 
largely justified its raised hid. Star-, 
wood's shares will also suffer a reg- 
ulatory discount it as is likely, Cap- 
itol Hill examines the aggressive 
ii go it js wiairinp of its ta.vfrfic trust 
status. 

Offshoots 

Putting together megaliths is all 
the rage but it is unlikely that they 
will ever have all the cards, when 
gmoiior businesses are nimbler and 
more entrepreneurial. So a thinking 
megalith will always be asking 
itself what can I learn from my 
competitors’ culture? Sometimes, it 
may even try setting up an entre- 
preneurial offshoot itself. Look at 
British Airways’ plan to set up a 
“no-friEs” airline or at the pharma- 
ceutical companies' proliferating 
stakes to small biotechnology out- 
fits. Boffins often benefit, the big 
companies have found, from a less 
suffocating culture and highly 
geared financial incentives. 

Making this work, of course, is 
not as easy as it sounds. The classic 
error is to buy a livelier competitor 
and swamp it with blg-company 
bureaucracy. Yet there is also the 
opposite risk: give an offshoot true 
freedom and the parent may 
become just a financial investor, 
adding little, if any, value. Conceiv- 
ably, value may even be subtracted. 
Suppose, say. a BA low-cost off- 
shoot skimped on maintenance. A 
crash could hardly avoid damaging 
the main br and. 

But these worries should not be. 
overstated. Usually, they will just- 
be a matter of pitching controls sen- 
sibly. And the underlying logic - 
that businesses need to learn from 
their mare fleet-footed competitors 
- is sound. There is no reason why 
big businesses cannot offer the free- 
dom and Incentives of a more entre- 
preneurial environment. Some- 
times, they may have to. 

Additional Lex comment 
on Emap, Page 26 
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Daewoo pins its 
hopes on Poland 


Many analysts questioned South Korean 
conglomerate Daewoo's judgment in buying 
Poland s FSO, one erf the former Communist 
bloc s least efficient carmakers. The company, 
winch has car or commercial vehicle operations 
in Romania. Uzbekistan, Poland and the Czech 
Republic, believes FSO can become the hub of 
its operations in Eastern Europe. Page 23 

Indonesia rides oat rupiah crisis 

Rumours of defaults 

— and the impending col- 

K . :••• W| lapse of Indonesian 
TOgj banks, conglomerates 
ulIE and property compa- 
nies have abounded 
following a 30 per cent 
devaluation of the 
rupiah and a 40 per 
cent stock market slide. 
Yet there has been no 
collapse. The situation 

___ — has been eased by the 

S37bn aid agreement with the International 
Monetary Fund, announced by Tunky Ariwi- 
bowo. trade minister (above). But the country's 
business culture is also playing a rale. 

Page 24 



Big wheat harvest boosts Bulgaria 

A bigger than expected wheat harvest hag 
boosted Bulgaria's struggling economy and 
revived hopes that regular exports can be 
resumed. Last year's poor harvest of only i Am 
tonnes triggered an economic crisis. Page 30 


Global markets shake off October blues 

After a turbulent October for stock markets, 
November has started in a much more positive 
fashion. Page 40 
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Drinks merger set for Christmas ^ £j r 0 e w 


By John WiUman bi London 


The £22bn ($3S.5bn) meger of 
Guinness and Grand Metropol- 
itan to form the world’s largest 
drinks business looks set to be 
ova: by Christmas - with a. 
seasonal bonus in the form of 


Guinness and GrandMet to pay bonus 


an extra £400m far sharehold- 
ers. 

Merger documents sent to 
shareholders yesterday said 
the proposed capital repay- 
ment of 60p a share would be 
increased to 70p. This raises 
the cost far Diageo, the name 
announced last week for the 
new group, from £2.4bn to 
£2Abn. 

The documents also give 
details of the timetable for 
completing the merger by 
December 17, with shareholder 


meetings on November 26. 
Although the US Federal 

Trade Commission has a im to 

give approval, the two compa- 
nies said they believed the reg- 
ulator’s decision would not 
throw the Heal off course. 

Shares in both companies 
rose, with Guinness up l4V4p 
to 547%p and GrandMet rising 
6%p to 544%. The merger, 
flnnnnmwj on May 12, involves 
a one-for-one share swap. 

Diageo will have an account- 
ing year ending on June 30, 
replacing December 31 for 
Guinness »wri September 30 for 
GrandMet The merged group 
will publish interim results for 


the 12 months to December 31 
which will include a fall year’s 

results for &andMet 

Yesterday's announcement 
added that the interim divi- 
dend. payable in April, will be 
lZ5p per share. This will be 
7J2p as a normal interim divi- 
dend, with 53P as a one-off 
additional amount to reflect 
the change of year enri. 

Cost-savings directly con- 
nected with the merger remain 
on course for £175m by the 
third year of trading. Total 
costs of achieving these 
savings win be some £S75m, of 
which £300m will he cash and 
the rest write-downs. 


Documents made available 
for inspection yesterday 
suggested Diageo has offered 
to divest itself of Dewar's 
scotch whisky worldwide to 
secure approval from the US 
regulator. 

They include the agreement 
signed last month with Bern- 
ard Arnault, chairman of 
LVMH. the largest shareholder 
in both companies, in which 
he agreed to support the 
merger. 

It has a waiver of compensa- 
tion if Guinness disposes of 
Dewar's in the US where the 
two companies have a joint 
distribution agreement. 


Diageo has already agreed to 
sell its European interests in 
Dewar’s to win approval from 
the European Commission. 

The merger documents say 
only that the two companies 
exp ect t hat discussions with 
the FTC will lead to a “mutu- 
ally satisfactory agreement". 
However, the decision may not 
be known until shortly before, 
or even after, the Guinness 
extraordinary general meeting. 

Both companies say any 
potential divestments will not 
delay the merger or require 
further shareholder approval 
and would not reduce pro 
forma profit before interest tax 
and exceptional items by more 
than 5 per cent of the amount 
for the year ending December 
31 1996. 


Haitai into 
bankruptcy 


By John Burton in Seoul 


Public 
offering 
from 
to raise up 
to $290m 


Arig 


By Vincent Boland rn London 


One of the biggest share 
offerings from the Gulf region 
is due to get under way tomor- 
row with the sale of just over 
half of the Arab Insurance 
Group (Arig), the region's big- 
gest insurance group. 

Arig, based in Bahrain, is 
going public through the sale 
of 50.5 per cent of the com- 
pany by its controlling share- 
holders, the governments of 
Kuwait, United Arab Emirates 
and Libya. 

National Bank of Kuwait 
and the National Commercial 
Bank . of Saudi Arabia, which 
have been appointed global 
co-ordinators for the issue, 
said yesterday the initial pub- 
lic offering (IPO) was expected 
to raise op to pwim. P a rib as , 
the investment bank, is lead- 
managing the 20 per cent of 


the issue being targeted at for- 
eign investors. 

The bulk of the offering is 
being sold to Investors 
throughout the Arab world, 
and Arig’s shares will be 
listed on the stock exchanges 
of Bahrain, Kuwait, Cairo and 
Muscat This tranche is due to 
be completed on November 18. 

The tranche aimed at for- 
eign investors is in the form of 
global depository receipts 
which will be listed in Lon- 
don, making Arig the first 


company from the Gulf region 
to list its GDBs on a European 
exchange. The company and 
its advisers are due to meet 
prospective investors in Lon- 
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don today foUowing similar 
meetings last week in Paris 

arid Edinburgh. 

Arig’s IPO was due to have 
been completed last month, 
before global stock markets 
were undermined by Hong 
Kong's currency crisis. It was 
delayed because of problems 
structuring the transaction 
across different Middle East- 
ern markets. 

It follows e number of such 
issues by Egyptian. Lebanese 
and Moroccan companies in 
the past few months. Bankers 
said first indications of 
demand for the Arig Issue 
were good, in spite of the 
uncertainty on stock markets. 

The issue "will achieve the 
twin objectives of financing 
its expansion plans and reduc- 
ing the governments’ collec- 
tive shareholdings from 100 
per cent to 49.5 per cent”, the 
global co-ordinators said. 
They added that the likely 
issue price would be 51.60, 
which made the shares 

attractively priced” relative 
to other markets in the 
region. 

When listed, Arig is expec- 
ted to be the 20th biggest com- 
pany in the Gulf by capitalisa- 
tion. The selling shareholders 
- the ministries. of finance of 
Kuwait and the UAE, and the 
Libyan central bank, each of 
which owns a third of Arig - 
are offloading nearly 182m 
shares, while one GDR is 
equivalent to 10 shares. When 
the IPO has been completed, 
they will each own 1K5 per 
cent of the company. 

Arig was established in 1980 
and has expanded rapidly to 
include insurance and reinsur- 
ance Interests throughout the 
Middle East. Last year, it 
made profits of 542.4m an pre- 
miums written of 5295m. 

About a quarter of premium 
income was generated in its 
home region, with another 
quarter coming from its Lon- 
don subsidiary. Standard A 
Poor’s, the credit rating 
agency, has assigned Arig an 
“A minim” rating on its 
claims-paying ability. 





Traders at the Hong Kong Stock Exchange were relieved yesterday when the Hang Seng index closed up 631.33 at 11.255.11, 
completing a two-day advance of 8.5 per cent Index heavyweight HSBC jumped HK51Q.50 to HK$185^0. World stocks, Page 40 ap 


Boeing to axe MD-80 and MD-90 


By Michael Skapinker, 
Aerospace Correspondent 


Boeing of the US yesterday 
said it would mid production of 
two aircraft made by McDon- 
nell Douglas, which it took 
over earlier this year. But 
it gave a partial reprieve to 
two other McDonnell Douglas 
products. 

Boeing said the decision 
would result in a write-off of 
assets in the fourth quarter of 
this year. The charge, which 
analysts believe could be $ihn. 
follows Boeing’s write-off of 
$1.6bn in the third quarter 
over difficulties in meeting a 
surge in airline orders. 

Boeing promised the Euro- 
pean Commission in July it 


would run the McDonnell 
Douglas civil aircraft division 
as a stand-alone entity - one 
of the conditions for approval 
by Brussels of the takeover. 
But Boeing said this would not 
prevent it from ending produc- 
tion of McDonnell Douglas air- 
craft if there was no market 
for them. 

Boeing said yesterday that 
production of the MD-80 and 
MD-90 aircraft would end in 
mid- 1999 when outstanding 
orders will have been fulfilled. 
Ron Woodard, head erf Boeing's 
commercial aircraft division, 
said: “Our market assessment, 
including recent order history, 
indicates that there does not 
appear to be sufficient market 
demand to warrant extending 


production of those models 
beyond that point.” 

The MD-80, built to carry 155 
passengers, entered service in 
1980. The MD-90. of similar 
size, has been flying for less 
than three years. Mr Woodard 
said Boeing would continue to 
maintain and service the 1,200 
MD-80 and MD-90 aircraft still 
flying. 

Boeing said it would con- 
tinue to produce the three- 
engined MD-ll, which com- 
petes with Boeing’s 777. 

Mr Woodard said that, while 
Boeing would make both pas- 
senger and freight versions of 
the MD-ll. he saw it primarily 
as. a carrier of cargo. It would 
fit between the Boeing 767 and 
747 freighters. Boeing, as 


expected, will continue devel- 
oping the 100-seat MD-95 twin 
jet . But Mr Woodard said its 
future would depend an cut- 
ting manufacturing costs. 

The 100-seater fits in with 
Boeing’s product range, pro- 
viding a smaller aircraft than 
the 737. The launch customer 
far the aircraft is AirTran. for- 
merly ValuJet, which has 
ordered 50. Mr Woodard said 
production of these aircraft 
would go ahead and Boeing 
would then decide on the MD- 
95’s long-term future. 

He said: “Production beyond 
the launch order will depend 
on reducing the cost of produc- 
ing the airplane. WeH be dis- 
cussing this issue with our 
partners and suppliers." 


New Core, a leading South 
Korean department store 
chain, is expected to file for 
bankruptcy protection today in 
the latest corporate collapse 
among the country’s big 
conglomerates. 

The likely decision by 
Korea’s 25th biggest business 
group comes after it defaulted 
yesterday on loans of 
Wou6Abu ($73mj. It follows the 
collapse of confectionery 
maker Haitai at the weekend. 

New Core, which has debts 
amounting to 12 times equity, 
fell victim to a slowdown in 
consumer spending following 
an expansion in retail outlets. 

The group was saved from 
bankruptcy two weeks ago 
through emergency loans from 
its main creditor bank. Korea 
First, but was unable to per- 
suade the bank yesterday to 
lend more funds in an effort to 
avoid a credit crunch. 

New Core, which operates a 
chain of department and dis- 
count stores, has also been los- 
ing key suppliers as it delayed 
payment on the delivery of 
goods. It recently cut prices by 
20-40 per cent to generate 
sales, but this only aggravated 
its financial problems. 

New Core Group, which has 
18 units, has put all of its 31 
retail outlets up for sale in an 
effort to raise capital. It has 
been unable to attract buyers 
from other department chains 
due to disagreements over 
price in a slumping property 
market resulting from asset 
sales as many conglomerates 
try to raise capital. 

Analysts said the problems 
at New Core exposed the vul- 
nerabilities of highly-leveraged 
conglomerates that are largely 
dependent on domestic sales. 

Predictions that domestic 
consumption and industrial 
investments could remain 
sluggish next year could 
threaten bankruptcy for other 
business groups dependent on 
the domestic market 

New Core would be the sixth 
of Korea's 30 top conglomer- 
ates to go bankrupt this year 
as the economic slowdown 
makes it difficult for compa- 
nies to service debt burdens. 

Haitai, Korea’s 24th largest 
business, requested court pro- 
tection for its profitable con- 
fectionery, beverage, trading 
and retail units while it 
applied for court receivership 
for its loss - ma kin g electronics 
and industrial operations. 


Lex, Page 18 


Gazprom to add 
$3bn borrowing 
to bridge loan 


By Robert Corzine in London 
and John Thomhffl In Moscow 


Gazprom. Russia's biggest 
company, is to sign a $3bn 
loan today its first big interna- 
tional borrowing since it 
agreed a $ 1.2 bn bridge loan 
last summer. 

The facility - like the earlier 
loan, arranged by Credit Lyon- 
nais and Dresdner Kleinwort 
Benson - is understood to be 
secured against revenues from 
Gazprom supply contracts 
with Gaz de France. The 
bridge loan is to be incorpo- 
rated into it 

The capital-raising exercise 
was heavily oversubscribed, 
with about $5bn committed by 
the underwriters, indicating 
that the confusion surround- 
ing Gazprom’s borrowing 
plans earlier in the year 
not affected its reputation 
among international lenders. 

Bankers say having Citibank 
among the underwriters sug- 
gests US banks have not been 
deterred from doing business 
with Gazprom In spite of 
threats of US government 
retaliation against the com- 
pany because of its plans to 
invest In Iran. 

Gazprom appears deter- 
mined to press ahead with a 
$2bn international deal to 
develop Iran’s South Pars gas 
field. Following a meeting with 
the US ambassador to Moscow 
last month. Rem Vyakhirev, 
Gazprom’s chairman, re- 
asserted his company's right 
to participate in a “strictly 
commercial and extreme! y 
advantageous project”. 

He told Trad newspaper in 
Moscow: “We do not take part 
in political games and are only 


pursuing commercial goals. 
The development of the gas 
resources on the Gulf shelf has 
nothing to do with supporting 
international terrorism. It is 
impermissible to threaten Gaz- 
prom with sanctions.” 

Gazprom officials appear 
confident about the prospects 
of raising an additional $lbn in 
a convertible bond issue, 
underwritten by Goldman 
Sachs, the US investment 
bank. 

“The Russian market has 
clearly taken into account this 
threat from Washington and 
considers it is nothing terri- 
ble,” a Gazprom official said. 

Gazprom’s share price has 
risen recently, defying the 
Russian stock-market trend. 

Bankers say Goldman Sachs 
fought fiercely to win the bond 
mandate and was unlikely to 
walk away from the deal 
unless the political pressure 
from Washington became 
extreme. 

The bank sees the bond sale 
as a landmark debt issue that 
would establish its reputation 
in Moscow. 

Gazprom is due to begin Its 
international roadshow on 
November 17. European road- 
shows for the $3bn loan syndi- 
cation are due to start in the 
middle of this month. The syn- 
dication Is expected to close in 
mid-December. 

The funds raised by Gaz- 
prom will mainly be used to 
build export capacity. But Mr 
Vyakhirev said Gazprom 
wanted to take pan in the 
forthcoming privatisations of 
Russian oil companies, possi- 
bly including Rosneft, in 
which several foreign compa- 
nies have expressed interest. 
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COMPANIES AND FINANCE: THE AMERICAS 


Endesa 
shrugs 
off $3m 
fine 


By Elizabeth Love in 
Santiago and Tom Bums 
in Madrid 

Endesa, the Spanish power 
group, said yesterday it was 
determined to secure an 
amicable agreement with 
Enersis, Latin America's 
largest private utility. In 
spite or mounting contro- 
versy over its acquisition of 
a controlling stake in the 
Chilean electricity group. 

A S3m fine levied on End- 
esa over the weekend by 
Chile's market regulator for 
alleged Insider trading in its 
September pact with Enersis 
has been countered by the 
Spanish group with an addi- 
tional purchase of Enersis 
shares on the New York 
stock exchange. 

Endesa has disclosed the 
acquisition of Enersis ADRs, 
representing 3 per cent of 
the Chilean group and 
worth an estimated $134m. 
The move brings total Ener- 
sis equity owned by Endesa 
close to the legal limit of 32 
per cent. 

“We want to reinforce our 
position in Enersis and dem- i 
onstrate our determination 
to be present in the com- 
pany," Endesa said yester- 
day. “We still think it is 
possible to reach an agree- 
ment with the [Chilean] pen- 
sion funds and establish a 
mutually beneficial partner- 
ship with Enersis." 

Controversy has been 
fuelled by the pension funds 
which own the bulk of the 
common stock owned in 
Enersis. Their opposition to 
the alliance with Endesa 
prompted the resignation 
last month of Josd Yurasz- 
eck, Enersis founder and 
general manager, who had 
forged the agreement. 

Chile’s securities and 
insurance commission fined 
Endesa executives for fail- 
ing to disclose a disputed 
clause in its agreement with 
Enersis that allowed the 
Chilean company to bny 
back shares in its Argentine 
and Brazilian subsidiaries 
owned by investment com- 
panies controlled by Endesa. 


Hilton lifts ITT bid to $9.4bn 


By William Lewis 
in New York 

The 10-moDth battle for ITT, 
the Sheraton hotel company, 
is set for a dramatic resolu- 
tion at the company's 
annual meeting next week 
after Hilton Hotel yesterday 
unexpectedly raised its bid 
for the group from $&-3bn to 

S9.4bn. 

The revised Hilton bid 
challenged a $9.8bn agreed 
offer by Starwood Lodging, 
the US property company. 

Either deal would bring to 
an end both ITT's 77-year 
history as an independent 
company and Rand Aras- 
kog’s 18-year reign as chair- 
man and chief executive offi- 
cer. 

ITT owns, manages or 
franchises 424 hotels in 62 
countries and owns the Cae- 
sars casino chain. 

The victor In the battle for 
control of the company will 
become one of the world’s 
largest hotel and gaming 
groups. 

Hilton said it was raising 


the cash dement of its offer 
to $80 per share for 55 per 
cent of ITT’s shares. The 
move was an attempt to play 
on Investors’ concerns about 
the value of the stock com- 
ponent of Starwood's take- 
over offer. 

Previously, the cash ele- 
ment of Hilton's offer had 
been S7 0 a share for GO per 
cent of ITPs stock. 

This in turn was up from 
an initial offer which valued 
ITT at $6.5bn tabled in Janu- 
ary. 

Starwood Lodging is offer- 
ing $82 for each of ITT’s 
shares, a combination of $67 
In Starwood stock and $15 in 
na ah 

The last two years have 
seen a growing trend for US 
takeovers to be part or fully 
funded by stock rather *ban 
cash. 

However, recent turbu- 
lence in the US stock market 
is leading investors to 
reexamine the value of all or 
part-stock offers. 

At a press conference, 
Steven Bollenbach. chief 


executive officer of Hilton, 
compared the two bids as 
“certainty versus 
uncertainty". 

The second part of Hilton’s 
offer would see it offer two 

shares of Hilton for each ITT 
share for the remaining 45 
per cent of ITT. 

In addition, shareholders 
would also receive one 
so-called contingent value 
preferred share for each ITT 
share held. 

This is Intended to guaran- 
tee that if the Hilton stock 
price fails to reach $40 
within o ne y edr after the 
merger, ITT shareholders 
would receive an aridTttnnai 
sum equivalent to the differ- 
ence between the Hilton 
stock price and $40 per share 
up to a maximum of $12 per 
Hilton share. 

Hilton yesterday attacked 
the structure of Starwood 
Lodging's offer and said that 
while it had a “purported 
value of $82 per ITT share, 
its actual value is for lower". 

Starwood Lodging Units 
two entities in an unusual 


Liver damage warning 
for new diabetes drug 


By Tracy Corrigan 
in New York and 
Daniel Green in London 

Two prominent drugs 
companies have warned doc- 
tors and patients of potential 
side-effects of a recently 
launched diabetes drug, trog- 
litazone, 

Warner-Lambert of the US, 
which has US marketing 
rights, has agreed to change 
the labelling of the drug fol- 
lowing discussions with the 
US Food and Drug Adminis- 
tration. The new label warns 
of potential liver damage. 

Warner-Lambert sells the 
drug under the trade name 
Razulto. 

A similar warning has 
been sent to UK doctors by 
Glaxo Wellcome, which has 
European marketing rights 
and calls the drug Romozin. 

It has not yet been 
approved by regulators else- 
where in Europe, but Glaxo 
said the launches should go 
ahead as planned next year. 


Warner-Lambert shares 
ended the morning down 
$3-& at $139Y., having 
retraced some of their early 
losses. Glaxo shares rose 2p 
to dose at E12JJ0. 

Troglitazone was devel- 
oped by Sankyo. the Japa- 
nese drags company, which 
has marketing rights in 
many parts of the world. 

According to the FDA, 
about 500,000 patients in the 
US have been treated with 
Rezulin since its launch in 
January; 35 reports of liver 
injury have been received. 
These ranged from elevated 
levels of enzymes to liver 
failure. leading to one liver 
transplant and one death. It 
is not known whether the 
drug was solely responsible. 

The company and the FDA 
are recommending routine 
testing of patients taking the 
drug, and Glaxo is telling 
doctors to take into account 
the liver condition of 
patients when prescribing it. 

Glaxo said that 700 


He added that the com- 
pany “does not expect a pre- 
cautionary change in the 
labelling of the product to 
adversely impact its use in 
the marketplace". 

Alex Zisson, pharmaceuti- 
cals analyst at Hambrecht & 
Quiet, said that only 
between 2 and 3 per cent of 
patients may be affected. 
“The question is, does it 
become so burdensome to go 
in and take tests every few 
months that patients stop 
taking the drag,” he 

However. he added that 
the market may have over- 
reacted because of the fall- 
out from the recent with- 
drawal of American Home 
Products’ anti-obesity drug. 


AB at those securities hairing been sold, Ms mmunoomant appears as a manor of leconl onto 
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patients were treated in the 
first two weeks after the 
drugs UK launch last month. 

Stephen Mock, of Warner- 
Lambert, said letters had 
been sent to about 300.000 
doctors and 9,000 pharma- 
cists explaining the label 


Stephen Bollenbach; ‘certainty versus uncertainty’ ap 

so-called “paired" structure income tax. plus an 
- a property owning real operating company that 
estate investment trust, or manages hotels owned by 
REIT, that pays no corporate the REIT. 

Lockheed set to 
offload units in 
$2.8bn GE deal 


By rechard Waters 
in New York 

Lockheed Martin and 
General Electric yesterday 
announced a $2.8bn agree- 
ment under which the US 
aerospace and defence group 
will shed some of its non- 
core businesses in return for 
GE’s holding of preferred 
stock in the company. 

The deal comes four years 
after GE accepted the pre- 
ferred stock as part-payment 
for the $3bn sale of its own 
aerospace business to the 
company, then known as 
Martin Marietta. At the time, 
the securities, which are 
convertible Into 29m ordi- 
nary shares in Lockheed 
Martin, were worth Slbn. 

The gain from the sale is 
likely to be offset by 
restructuring charges at GE, 
which, would use. this as a 
chance to restructure its 
industrial businesses to 
“position them for the global 
competition In the next 
decade”, said Jack Welch, 
chairman. 

In return for this stake, 
GE said it would acquire 
Access Graphics, a Lockheed 
company that distributes 


workstations and other com- 
puter hardware, and Lock- 
heed Martin Aerostxuctures, 
which makes thrust revers- 
ers for jet engines made by 
GE and Pratt & Whitney. 

GE will also assume Lock- 
heed’s minority stake in 
Globalstar, a company set up 

to build anri r un a rammimi - 

cations network based on a 
series of low-orbit satellites. 

One side-effect of tibe deal 
will be to cut Lockheed’s 
future reported profits, since 
it will have to use purchase 
accounting for its pending 
acquisition of Northrop 
■ Grumman, rather thaw the 
so-called “pooling of inter- 
ests” method it had planned. 

Securities and Exchange 
Commission guidelines pre- 
vent companies using this 
more favourable accounting 
method if they repurchase 
their shares. around the time 
of an acquisition. 

This will force Lockheed 
to recognise about $5hn of 
goodwill from the Northrop 
acquisition in its accounts - 
something it would not oth- 
erwise have done - resulting 
to a non-cash amortisation 
charge against profits of 
$l50m a year. 


AMERICAS NEWS DIGEST 


Genentecb 
appeal refused 

The US Supreme Court has refused the appeal of a patent 
infringement suit by the California-based biotechnology 
group Genentecb against the Danish pharmaceutical 
group Novo Nordisk over its human growth hormone 
product Protropin. The move closes the final chapter on a 
long-running legal battle between the two groups. 

Human growth hormone, under the brand names Pro- 
tropin Nutropto, is of vital importance for Centra tech, 

which is 66 percent-owned by Roche. Last year, sales of 
the products accounted for 8218m, or 37 per cent of Genen- 
tech’s total revenues. Genentech claimed that Novo Nor- 
disk’s human growth product. Nordi tropin, used technol- 
ogy developed at Genentech. 

Berth products use recombinant DNA to produce a syn- 
thetic hormone that acts in a way similar to the natural 
human growth hormone. Human growth hormone is used 
to treat dwarfism and other growth problems. Genentech 
haJ sought to bar sales of Nordi txopln in the US. 

The Court's decision, made without comment or dis- 
sent, paves the way for Novo Nordisk to build a strong 
market for its product in the US. Victoria Griffith, Boston 

■ CANADA 

Noranda to build C$720m plant 

Noranda, the Canadian natural resources group, said that 
its board bad approved the construction of a C$720m 
(US$5 11m) magnesium plant in Asbestos, Quebec. 

Noranda said the facility, at an initial annual capacity 
of 58,000 tonnes, will be the largest greenfield magnesium 
plant in the world. 

Construction is scheduled to begin to 1998, with com- 
mercial operations planned to start to 2000. 

The plant will be operated by Magnola Metallurgy and 
its output will equal more than 18 per cent of current 
annual world consumption of magnesium. 

Reuters. Montreal 

■ BANKS 

M&I to buy Advantage Bancorp 

Marshall & flsley plans to acquire Advantage Bancorp of 
Kenosha, Wisconsin in a stock swap valued at about 
$2 19m, solidifying Marshall & Usley's top market share 
spot in Wisconsin, the two banks said. 

Milwaukee-based Marshall & Dsley will exchange 12 or 
its shares far each shar e of Advantage, valued at $l.lbn. 

The deal is not expected to reduce earnings per share. 
wrawthan & Haley, valued at $19bn, expects to cut $4.1m in 
expenses, or about 18 per cent of Advantage's total 
ex pens es. Marshall & Dsley said. The bank plans to take 
an unspecified one-time restructuring charge when the 
deal closes, which is expected to be in the first quarter of 
1998. Reuters. Chicago 

■ RATINGS 

S&P revises Waste Management 

Standard & Poor's, the ratings agency, revised its outlook 
to negative from stable on Waste Management and Whee- 
labrator Technologies, a 67 per cent-owned subsidiary of 
Waste Management 

At the same time, Standard & Poor's affirmed its rat- 
ings on Waste Management and related entities. 

. The outlook revision reflects uncertainties regarding 
the firm’s business strategies and financial policies fol- 
lowing the resignation of top management last week, 
including chief executive Ronald LeMay. 

to addition, there is potential for material charges to 
income that could diminish already limited financial flexi- 
bility, S&P said. 

Such developments could further delay anticipated 
improvements in credit protection measures, it added. 

Reuters, New York 


US biotech groups to merge 


By Daniel Green 

Two US biotechnology 
companies are to merge to a 
rare example of consolida- 
tion to an industry that con- 
sists of 300 Nasdaq-listed 
companies and about 1,500 
privately held in the US 
alone. 

Arris Pharmaceuticals of 
San Francisco is buying fel- 
low Californian company 
Sequana Therapeutics, of La 
Jolla, for $166m in shares. 
The combined company wDl 
have a new name; Axys 
Pharmaceuticals. 


The chief executive will be 
John Walker, currently in 
that position at Arris. 

Sequana chief executive, 
Kevin Kinsella, a former 
venture capitalist, said he 
would be taking a “well-de- 
served break" and suggested 
he might “do some more 
investing". 

“It was no industry secret 
I had been looking to replace 
myself at Sequana," said Mr 
Kinsella. 

His decision to relinquish 
the job overcomes what 
many analysts regard as the 
main obstacle to consolida- 


tion to the US biotechnology 
sector: who would be chief 
executive in an industry 
noted for its egos. 

Arris shares were down 
$1& at $i0tf. while Seqnana’s 
were up $2% at $13% to after- 
noon trading yesterday. 

The new company will 
have its headquarters in San 
Francisco, but Arris’s Dan 
Petree will move to La Jolla 
and take the post of chief 
operating officer. 

Mr Walker said the new 
company would have tech- 
nologies that rah from 
genetic analysis, from 


Sequana, to drug develop- 
ment. at Arris. 

Both companies have been 
prominent in biotechnology, 
each with a series of partner- 
ship arrangements. 

Arris has deals with Merck 
of the US and SmithKline 
Beecham of the UK. among 
others, while Sequana has 
deals with Glaxo Wellcome 
of the UK and Roche of Swit- 
zerland, through its recent 
acquisition of Germany's 
Boehringer Mannheim. 
Between them, the partner- 
ship deals are worth more 
than $500m. said Mr Walker. 


Residential Property Securities 
No.4PLC 


£290,000,000 
Class A1 Notes 


£180,000,000 
Class A2 Notes 


Mortgage Backed Floating Rate Notes 
due 2023 

In accordance with the provisions of the .Notes, notice 
is hereby given that for the three month period 
31st October 1997 to 30th January 1998, the Class At 
Notes and Class A2 Notes will carry an interest rate of 
7.525% and 7.60% per annum respectively. The 
Interest payable per £100,000 Note will be £44&S7 for 
the Class A1 Notes and £1,894.79 for the Class A2 Notes. 


NatWest Markets 
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FT Surveys 


120,000 for erdtomy stares 
and ofKL 70,000 for savings shares (equal to about 
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per savings share). 
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[wo established and growing financial inst iuiti< >ns have 
litmivnrii their strengths in the bold spirit ul innovation 
l» >ng shared b\ b< >t h . 

jj ( 1 1>( WooJCundv and <, >ppcnhcimcr in l uropc 
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A NEW COMBINATION 


Of Strength In 


World 

Markets 


haw united to create < ll>C Wood Cimdv 
Oppciihcimer. a superb source of global 
financial products and services. 
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emineni imesimeni bank and is a recognised 
global leader in providing superior fixed 
income and credit products including 
j! derivatives, high vickk securitisation and loan 
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ij underwriting. 

J 

( IJ’>< Wood (.undv < Jppenheimer provides an 
Integrated mix ol cijuitv and fixed inoime products that is 
second to none, backed b\ Oppcnhcimcrs acknowledged 
excellence in equip research that, is the foundation for its 
highiv successful investment baulking and asset management 
operations, h has been an innovator in creating specialised 
financing products for Hie sophisticated private client. 

With its entrepreneurial attitude and solid track record for 
creative solutions. CIBC Wood Cundv Oppcnheimcr will 
fulfil your financial opportunities. 
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Senior Executive Search for 
KOREA TELECOM CORP. 


Korea TeleCXDm (KT) is looking for a highly motivated person 

to save as a senior executive merrier of the company. 

KT is a leacfrig t^ecommurtcatons corporation and ranks ninth in the world 
intemtsrftEtephoneMties. 

Korea's larges* teleaxTFmocations earner, KT has spearheaded 
the development of Korea's lelecomrTUjnications infrastructure. 

In cxdar to meet the increasing customer demand and to effectively cope with 
the emerging information era, KT is providtog stot&of-the-art information and 
communications services tncluc&ng PCS, Satellite teteaxnmunications 
services, inteffigent network services, and multimedia services. 

As KT moves a step closer toward privatization, we seek a highly motivated 
executive whose experience has been outside erf Korea. 

This person wi hefc expand and dvereify our busness overseas andfor 
make significant axititiutions in introducing advanced technologies. 

This postion wi be based h Seoul, Korea 


• Si H WMfid raniHihflP for flu* pnorinn mild haw Hi» Mlnwing gietMt^Hnwe. 

- .A/r^e knowledge of and sgnifiant experiences in information 

and tekxxxTiramkaxKvs business. fxefemtHy m ihe Ash Padfic region 
• Rve years or more of successful and rrievara experiences as a senior managemens 
member with a large ctxpaation in infotmation andoammiinicntummciasGry. 
Prdarcd areas of experiences inctudr new business/inerrational market 
Jevckipmatt andfor amine edge ronirmnicaiiocs-fdaed technology devdopruera. 

- Good command of Korean Language welcomed 


• Tbe position often a competitive ranuneratioc and benefit packs^. 

■ Qoafified candidates sbouUsolnift^ personal resone mid a Jeter rfintrodndion. 

• ApplkalwnsbotiH be suboitted by do later than Nownber 22, 199710: 

Regulatory Affairs and Business Cooperation Office 
KOREA TELECOM CORP. 

100 Scjongno. Chongno-gu, Seoul 1 10-777. Korea 
Fax No ^82-21750-3439 

• AS documents moved wffl be kept in the strict confidoice and wffl not be 
returned. Qualified candidates wffl be notified tor their individual interrinr 
appointments. 

• ForttiilbernArnn^kKiyoamHycoii^iisMtfienAmtiigmHiibers. 

Phone : (82-21750-3431 
Facstmile : (82-2)750-3439 
e-mail : rabco ® krwebloteLcoij 



Korea Telecom 


This announcement appears as a matter of record only. 
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SUMITOMO BANK 


INTERIM REPORT 

SPARBANKEN SVERIGE WITH POREMNGSBANKEN JANUARY -SEPTEMBER 1997 


on 



schedule 


120 of approximately 150 Foreningsbanken branches sold to date 
fore more than SEK 3 billion 

• Operating income rises to SEK 4,730 M (4,627) 

• Earnings per share SEK 9.38 (10.06 in the old Group) 

• Return on equity 16.3 percent (165) 

• Moody's raises both banks' long-term ratings to A1 

• Mandamus prepared for stock market listing 


^S^XRARBANI 


KEN SVERIGE 


ForenihgsbankenX 


The report can be re qu est e d from Sparbankefl Sverige. Investor Rehrians 
fa tat +466.723 71 32, The report in Hm published o& tl» Bank's 
h o m ep a ge on the Interact wwwjparba n ktajc 


COMPANIES AND FINANCE: EUROPE 


VW shares bounce on profits surge 


By Graham Bowley 
in Frankfurt 

Volkswagen, the German 
automotive company, yester- 
day reported an 8322 per cent 
rise in net profit to DM8S2m 

(S495m) in tbe first nine 
months of this year, trigger- 
ing a sharp rise in its share 
price. 

The shares rose DM72. or 
7.13 per cent, to DM1.089. 
The robust performance is 
likely to help restore inves- 
tor confidence after VW was 
last week forced to postpone 
its controversial DM6bn- 
DMSbn capital increase 


because of turbulence on 
world markets. 

Analysts said the strong 
results - which were broadly 
in line with expectations - 
underlined VFs success in 
cutting costs by concentrat- 
ing on a few common plat- 
forms for its cars. 

They also reflected the 
popularity of its wider model 
range and demonstrated the 
boost German exports were 

receiving from the weakness 
of the D-Mark. 

VW said sales rose L2L8 per 
cent to DM64bn in the first 
nine months compared with 
tbe same period last year. 


Unit sales rose 7.7 per cent 
to 3.19m vehicles, of which 
2.4m were sold abroad, an 
increase of 88 per cent. 

VW said business in Ger- 
many was helped by stran- 
ger exports and a slight 
pick-up in domestic demand. 
It said tbe western European 
economies In general were 
helped by low interest rates 
and strengthening exports, 
while the US economy con- 
tinued to grow strongly. 
Japan, in contrast, showed 
weakening domestic 
demand, the carmaker said. 

“The broad acceptance of 
the new models, together 


with our improved cost 
structure, strengthens the 
competitiveness and profit- 
ability of the company." VW 
said. Analysts said VW was 
Ukely to benefit next year 
when the company’s new 
Golf model started to affect 
its financial results. 

The healthy recovery in 
VWs share price comes a 
week after it was one of the 
most badly hit shares in the 
general sell-off on European 
and world share markets. 

Investor confidence had 
earlier been undermined 
after VW was attacked! for 
not giving enough informa- 


tion about what it planned 
to do with the capital it 
intended to raise.- The capi- 
tal increase lot : ta specula- 
tion that VW might be pre- 
paring to expand by buying 
another carmaker, but VW 
has denied this. 

VW said it increased its 
workforce by 7 per cent to 
279.153 in the first nine 
months to cope with higher 
demand for new models. 
Capital investment rose 8.8 
per cent to DM5.4m, most of 
which went to its Audi, 
Volkswagen de Mexico and 
Volkswagen do Brasil divi- 
sions. 


OBITUARY: Baron Edmond de Rothschild 


Head of the banking 
family’s Swiss branch 


Edmond de Rothschild, head 
of the Swiss branch of the 
legendary Rothschild bank- 
ing family, died yesterday 
after a long illness at the age 
of 73. 

Although the junior 
branch of the dynasty, it is 
also by some estimates the 
wealthiest 

Benjamin de Rothschild, 
Baron Edmond’s son, will 
tomorrow become head of 
the supervisory board of the 
newly created Compagnie 
Financier? Saint-Honore, his 
family’s principal holding 
company. 

Baron Edmond had pre- 
pared the handover to his 
34-year old son over many 
months. 

Financi&re Saint-Honore, 
the interests of which span 
insurance broking, banking, 
real estate and a range of 
industrial participations, 
was created in September 
this year by the merger of 
Compagnie Finand&re Hold- 
ing Benjamin et Edmond de 
Rothschild and La Savo- 
isienne- 

It holds 89 per cent of 
Compagnie Flnanciere 
Edmond de Rothschild 
Banque, 39 per cent of Com- 
pagnie de Conseils des 
Assurances Saint-Honor6 
and 46 per cent of Cogi- 
france. the real estate arm. 

It also owns one quarter of 
BFM, a specialist business 
radio station, and smaller 
stakes in Club Mfiditerranfie, 
the holiday village operator, 
Gallimard, the publisher, 
Publicis, the advertising 
agency, and the holding 



Edmond de Rothschild: had fair share of financial genius 


companies Albatros Invest- 
ments and Bollor§ Technolo- 
gies. 

Baron Edmond de Roths- 
child was descended from 
the youngest son of Mayer 
Amschel, the founder of the 
Rothschild dynasty, from 
whom the French and Brit- 
ish arms of the banking 
empire sprang. 

The Rothschild financial 
genius has been erratic, but 
Edmond received a fair 
share, which demonstrated 


itself In a series of entrepre- 
neurial investments. 

Edmond de Ro thschil d was 
born in Faria In 1926 but 
moved with his father to 
Geneva in 1940, where he set 
up the Compagnie Finan- 
ciers and where Benjamin is 
also now resident He lived 
in the magnificent Chateau 
de Pregny, one of the most 
palatial of the many Roths- 
child mansions. 

Andrew Jack 


Astra’s 
sales get 
lift from 
Losec 

By Tim Burt in Stockholm 

Astra, the Swedish pharma- 
ceuticals group, yesterday 
reported a 13 per cent 
increase in third -quarter 
profits as sharply improved 
US sales of Losec, its best- 
selling anti-ulcer drag, off- 
set slower growth in 
Europe. 

The company saw pre-tax 
profits increase bom 
SKr3.09bn to SKr3.49bn 
($466.5 7m) on sales up 21 
per cent to SKrlltm from 
SKr9.06bn in the three 
months to September 30. 

Astra said the improve- 
ment had been fuelled 
mainly by increased demand 
for Losec, the world’s top- 
selling prescription drag. 
For the first nine months of 
the year, Losec contributed 
SKrl5-5bn in sales, against 
SKrUL7bn last time, to total 
sales of SKr32.5bn, com- 
pared with SKr28.1bn. 

Although its first patents 
expire In 2000, the company 
seeking patents in 60 
countries for a new drug - 
perprazole - designed to 
combat acid-related dis- 


Astra’s most traded A 
shares rose SKr4.50 to 
SKrL25 yesterday, regaining 
some of the ground lost 
earlier this year when 
it reported slower-than- 
expected growth. 

Industry analysts, who 
predict full-year profits of 
about SKrl4.4bn, neverthe- 
less expressed concern at 
the relatively modest 
growth In Europe, where 
sales rose 5 per cent to 
SKrl7,lbn. 

In North America, by com- 
parison, sales rose 37 per 
cent to SRrSL98bn. 

That helped lift: operating 
profits by 20 per cent to 
SKr3.43bn. The pre-tax fig- 
ure would have been higher 
had it not been for a sharp 
fall in net financial income 
from SEx695m to SKr330m, 
mainly because of lower 
interest rates. 

Earnings per share rose 
from SKrL34 to SErl|47. 



Krupp-Thyssen 
link ‘undecided’ 


By Peter Norman in Bonn 

Thyssen and Krupp. the 
German groups which ear- 
lier this year forged a steel 
joint venture, yesterday 
insisted that no decisions 
had been taken on the 
broader merger that the two 
groups have been exploring 
since summer. 

Krupp and Thyssen 
declined to comment yester- 
day on a report in Focus, the 
weekly news magazine, that 
Thyssen had calculated a 
merger would yield benefits 
worth DM400m ($232rn) and 
that Krupp put tbe potential 
gains at DM 600m. 

Instead, officials from both 
companies stressed that 
delivery of the reports was 
only the prelude to complex 
negotiations that could last 
until the end Of this month. 

Thyssen shares yesterday 
climbed DM30 to DM410-50 in 
Frankfurt, while Krupp 
Hoesch was ahead DM19.50 
to DM350 in DQsseldart 

The sharp increases 
reflected news that 19 work- 
ing groups set up to evaluate 
possible synergies and over- 
laps arising from a merger 
had reported to the compa- 
nies’ managements last Fri- 
day, as scheduled. 

Expectations have been 
raised in the Industrial 


region of the Ruhr, home of 
both companies, that the 
negotiations will end with a 
merger. Tt is no longer a 
question of whether, but 
when, how and with whom.” 
said one person involved 
with the discussions. 

The pro-merger mood has 
been stimulated by reports 
that the creation of a high- 
technology heavy engineer- 
ing group around Thyssen 
and Krupp has the support 
of the North Rhine West- 
phalia government in Dtts- 
seldorf, the two companies’ 
banks and the IG Metal! 
trade union. 

• French steel producer Usi- 
nor yesterday confirmed it 
had agreed a deal with 
Spain’s AceraUa to lift its 
stake In their Sidmed joint 
venture in Sagunto. Valen- 
cia. agencies report from 
Paris. The two will invest 
Pta25bn ($17lm) in moderni- 
sing facilities at Sidmed, 
which makes ultra-thin 
sheet, coated and uncoated 
sheet steeL 

The deal also involves 
creating a new group which 
would manufacture 400.000 
tonnes of galvanised prod- 
ucts a year. 

As part of the accord. Usi- 
nor will lift its stake in 
Sidmed to 49 per cent from 
32^ per cent now. 


Salomon declines 


By David Owen in Paris 

Salomon, the French winter 
sports and golf equipment 
company poised to be taken 
over by Germany’s Adidas, 
yesterday reported a decline 
in interim profits. 

First-half net consolidated 
income dipped from FFrl48m 
to FFri4Sm ($34.8m) - a 
decline of 3J! per cent This 
was achieved on net sales up 
just more than 10 per cent 
from FFr2.02bn to FFriL23bn. 

The Annecy-based com- 
pany. which is the world's 
largest manufacturer of ski 
bindings, said the planned 
tie-up with Adidas would 
enable it to accelerate its 
development as tell 


as 


enhance awareness of its 
brands. 

It said it was studying a 
number of new products, 
notably in the fields of win- 
ter sports clothing, together 
with footwear and apparel 
for golf and cycling. 

The German sportswear 
group agreed in September 
to take over the French com- 
pany in a FFrfflm acquisition 
to create the world’s biggest 
-sports goods manufacturer 
after Nike oT the US. 

As part of the deal. Adidas 
- which is to be renamed 
Adidas-Salomon - would 
strengthen its distribution 
networks in the US and 
Japan, where Salomon 
brands are well established. 


EUROPEAN NEWS DIGEST 


Canal Plus wins 
compensation 

rawai Plus, the French pay-television group, said 
yesterday the number erf subscribers in Telepiu, the Ital- 
ian company it bought with the acquisition of Nethold 
last year, had been over-stated by 15 per cent Richemont 
and MIH, Neth old's shareholders and now large investors 
in Canal Plus, have agreed to pay an indemnity to com- 
pensate for the discrepancy following detailed calcula- 
tions over the next 30 days, the company said. 

Canal Plus would not comment on the size of compensa- 
tion. However, in August last year, when the deal was 
first announced, it said Telepiu had 790.000 subscribers 
and placed a value of SLG00 on each of them. 

The final sum is likely to be determined by the relations 
between the groups - which said they would find a 
‘’rapid" amicable agreement - as well as changes 
caused by currency fluctuations and value added to each 
subscriber since the merger. Pierre Lescure. Canal Plus 
chairman, naii«»H the prospect for further development in 
Italy “most promising”, and stressed that the number of 
digital subscribers had risen from 5,000 at the end of 
August last year to more than 160,000 at the end of last 
month. Andrew Jack, Paris 


AGROCHEMICALS 


Agrevo forecasts 37% rise 

Agrevo. the German agro-chemical company jointly 
owned by Sobering and Hoechst, said yesterday it expec- 
ted profits in 1997 to rise 37 per cent to around DM320m 
((188m). Sales would be about DM4bn, a 7 per cent 
increase on 1996. Gerhard Prante, chief executive, said 
turnover had been boosted by sales of genetically-altered 
rape-seed oil herbicides and maize in Canada and the US. 

At the nine-month marts; sales were up 11 per cent at 
DM3.3btL The increase was amplified by the strength of 
the dollar against the D-Mark. Mr Prante said. Expressed 
in dollar terms, sales increased by about 2 per cent. 
Europe accounted for 40 per cent, or DM1 -2bn, of sales in 
the first nine months, slightly down on the same period In 
1996. Strong demand for cereals and oil Seeds in' North 
America lifted sales 'by 27 per cent to DM700m. 

With the company's genetically-altered products gain- 
ing Increasing importance within AgrEvo’s portfolio, Mr 
Prante reiterated earlier calls for the registration of such 
products by the European Union to be speeded up. At 
present registration procedures take up to two years, 
presenting a threat to growth. 

He added that “widespread consumer ignorance" about 
how food is actually produced also needed to be “replaced 
by a more realistic view of things". In particular, consum- 
ers who were sceptical of genetically-altered products 
needed to be made aware of how much gene technology 
has long been an accepted part of food and pharmaceuti- 
cal manufacturing. Frederick StOdemarm, Berlin 

TELECOMMUNICATIONS 


Progress on German competition 

Months of battling over terms for connecting Germany’s 
telecommunications networks between Deutsche Tele- 
kom. the former state monopoly, and its new competitors 
have moved closer to resolution. An “Interconnection" 
agreement has been signed with o.tel.o. one of the biggest 
operators planning to take advantage of frill liberalisation 
of the market in January. Interconnection agreements are 
a crucial part of ensuring real competition. O.teLo Is 
owned jointly by Veba and RWE, the large energy groups. 

However, the deal still leaves open the question of 
price. A clause In the contract allows Deutsche Telekom 
to continue challenging in court a decision by the Bonn 
post and telecommunications ministry to set an average 
charge of 2.7 pfennigs a minute. 

Also unresolved is the issue of the type of access in the 
“last mile” into customers’ homes and businesses. Full 
“unbundled access” would allow Deutsche Telekom's 
rivals greater freedom over the level of service they offer. 

Ralph Atkins, Bonn 

ANTITRUST 


Koor denies alleged price-fixing 

Israeli antitrust authorities yesterday launched an inves- 
tigation into charges that two telecomm uni cations subsid- 
iaries of Koor Industries, the country’s biggest conglomer- 
ate, have been involved in price-fixing since 1987. 
Authorities removed documents from Root’s offices and 
its subsidiaries Tadiran and Telrad, after the Israeli finan- 
cial newspaper Globes reported the two subsidiaries alleg- 
edly drafted an accord 10 years ago to coordinate prices 
for equipment sales to Bezeq, Israel’s state-owned tele- 
coms company. The report did not say whether the agree- 
ment was ever signed. 

Benjamin Gaon, chief executive of Koor since 1988, 
denied the alleged agreement existed, as did the two sub- 
sidiaries. Koor said the company was cooperating with 
the inquiry. Koor said Israel’s antitrust commissioner 
scrapped plans last May to declare its telecoms operations 
a violation of antitrust law. 

Tadiran and Telrad have depended on contracts from 
Bezeq for several years. However, the two companies have 
been shift in g towards exports after losing exclusive con- 
tracts with Bezeq earlier this year. More than 40 per cent 
of Root's revenues of $18bn in the first six months of 1997 
were derived from telecoms. Avi JUachBs. Jerusalem 

ELECTROLUX 


Brazilian tender offer launched 

Swedish appliance maker Electrolux has launched a ten- 
da 1 offer through its wholly-owned Brazilian unit Electro- 
lux Limitada to buy the remaining non-voting preference 
shares in Electrolux do Brasil, previously called Refripar. 
The offer, which has a fixed price of R22.03 for every i.oqo 
shares, will enable minority shareholders to sell their 
shares. The offer represents a premium of 68.6 per cent 
over the latest closing price of R$i88 per 1,000 shares, 
Electrolux said. 

Electrolux owns 999 per cent of the voting shares and 4 
per cent of the non-voting shares, together making up 50 
per cent of the total share capital The offer is valid until 
November 17, 1997, AP-DJ, Stockholm 
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COMPANIES AND FINANCE: INTERNATIONAL 


US listing 
boosts Asian 



By Edward Luce 

Asian companies with a 
listing in the US comfortably 
outperformed counterparts 
with a purely domestic list- 
ing 1 since the currency crisis 
erupted in Thailand this 
year, according to Citibank. 

A report by the US ban- 
kalso showed that compa- 
nies with an American 
depositary receipt on the 
New York Stock exchangt* or 
Nasdaq consistently outper- 
formed their domestic rivals 
over the past five years. 
ADRs are secondary Tfottng a 
of a company's ordinary 
shares based upon the per- 
formance of the company’s 
underlying shares in its 
domestic market 
“This demonstrates that 
companies with a much 
broader investor base can 
shut out the statistical noise 
from their domestic, markets - 
and perform as global enti- 
ties,” said .tames: Donovan, 
bead of depositary receipts 
at Citibank in New York. ' 
According to the study, 
the domestic shares of south- 
east Asian ADRs fell 38 per 
cent in the third quarter of 
this year, compared with an 
average drop of 46.3 per cent 
for these markets in general 
Shares of the SI largest 
south-east Asian companies 
(by market capitalisation) 
which did not have ADRs 
fell by 43.5 per cent 
“Emerging market compa- 
nies with ADRs can elimi- 
nate some of the volatility 
which they would otherwise 


face,” said Mr Donovan. 

The study also showed 
that the top 20 most liquid 
ADRs outperformed their 
domestic counterparts on a 
quarter-hy-qtiarter basis over 
the past five years, posting 
an average »nww*i return of 
12.8 per, cent versus an 
aggregate 9.1 per cent for 
their corresponding domes- 
tic markets. 

- Citibank said there were 
several reasons for the out- 
performance of ADRs, 
including the fact that 
domestic US retail i n vestors 
find them easier to purchase 
than their domestic rivals. 
US pension and insurance 

funds alsofiice fewer restric- 
tions on buying shares in 
companies with' a US listing 
than buying shares in a for- 
eign market- . 

The domestic performance 
of a company with a New 
York listing is also boosted 
when the US equity market 
is buoyant. This feeds 
quickly through to the com- 
pany's domestic share per- 
formance as arbitrageurs 
iron out the price differen- 
tial. 

However, with the top 20 
ADRs accounting for 66. per 
cent of liquidity by volume 
of turnover in New York, 
many of the remaining 1,780 
ADR listings are barely 
traded, — ■ : - 

This suggests that achiev- 
ing a listing in New York is 
a necessary but not suffi- 
cient condition for boosting 
a company's share perfor- 
mance. 


Daewoo pins its hopes on Poland 

Warsaw is the linchpin as the carmaker expands production in the former, eastern bloc . 


T he 7 antlers and animal 
skins relegated to a 
basement room at 
Daewoo’s Warsaw dealership . 
look ominously out of place 
considering the .priorities of 
the men' now running what 
was fife pride of the Polish 
motor industry. 

Where politically 
appointed bosses once went 
hunting in company time, 
the new managers of FSO, 
the Warsaw-based carmaker 
now owned by Daewoo, set 
more store by commercial 
trophtes. 

in the 18 months since 
Daewoo took control, FSO 
has narrowed the gap on 
Fiat, Poland’s market leader. 
According to Choi JungBo, 
president of its ■ Centrum 
Daewoo sales amt. Daewoo 
is poised to overtake with a 
new generation of Korean- 
designed cars which have 
just started production. 

Poland is the linchpin of 
Daewoo's plans for the for- 
mer-eastern bloc. Since the 
early 1990s, it has snapped 
up carmakers In Romania. 
Uzbekistan and Poland, 
along with commercial - 
vehicle manufacturers in 
Poland and the Czech Repub- 
lic. Last month, Daewoo 
signed a joint venture with 
the main carmaker in 
Ukraine, virtually complet- 
ing. its; regional ambitions. 

Poland is central to Dae- 
woo’s plans. The company’s 
cutout in Poland is expected 
to reach 570,000 units by 2000 
- making It by far the big- 
gest of Daewoo's foreign 
operations, and alone 
responsible for more than 
one fifth of the group's fore- 
cast production. 

Getting there will not be 
easy. Many analysts ques- 
tioned Daewoo’s judgment in 


Siemens 

sells 

dental 

business 


By Graham Bowley 
in Frankfiat 

Siemens, the German elec- 
trical engineering and eleo- 
tronics group, is seQtog Its 
dental equipment business 
to a group of inte rn ational 
investors advised /by Schro- 
der Ventures, the venture 
capital group. . 

The sale is the latest step 
in restructuring by Siemens 
to focus on core businesses, 
and follows the long-awaited 
sale last week of its defence 
electronics business to a 
German-Britfsh consortium. 

However, the group has 
stm come under fire from 
investors and analysts for 
not doing enough to stream- 
line its operations. 

The latest sale comes as 
venture capital groups 
expect Siemens - and other 
large German conglomer- 
ates - to do increasingly 
more to dismantle their 
large industrial empires in 
the future. 

Siemens said it had agreed 
to sell its worldwide dental 
equipment business, which 
has annual turnover of 
about DM900m 0529m), to 
the- group of investors, 
which is made up of pen- 
sion tends and insurance 
companies.' 

The purchase price was 
not disclosed but the trans- 
action. Is believed to be the 
second biggest management 
buy-out deal in Germany 
this year. 

The new investor group 
said it planned to take the 
business - which employs 
about 2,700 world-wide - 
public within a few years. 

“We *h*nk the business 
can grow quite a lot more 
which means at least three 
years standing an its own to 
do that," said Richard 
Wlnckles, a E u r op ean board 
member at Schroder Ven- 
tures. 

The group’s current man- 
agement is to remain in 

place and retain a large rote 

in the company, although 
the new investors have 
appointed a new chief execu- 
tive - a former head of 
Bank Xerox in Germany. ", 

Siemens’ dental equip- 
ment group Is market leader 
in' Europe but lags "behind 
competitors in the US and 
Arise— 

Schroder Ventures and 
j. P. Morgan, which advised 
Siemens on the deal, said 
the group would attempt to 
grow in markets outside 
Germany. 

In September, Siemens 
ann ounced it mi selling its 
ligh ting equipment division 
to a US group. 

It has also said it wants to 
sell its “i-centre” division 
which focuses bn wholesale 
lighting and installation . 
technology. . " : • 


Tanzania’s plans 
for bourse in 
further setback 


By Mctieta Wrong in Nairobi 

The long-delayed launch erf 
Tanzania’s stock exchange 
has been- postponed yet 
again because of the failure 
to get any companies ready 
far official listing. - 
Economists in Dar Es 
Salaam; confirmed yesterday 
that the stock exchange, part 
of a^donor-baefeed restructar- 
tag -programme intended to 
transform, the. east African 
nation from a near-bankrupt 
socialist experiment into a 
thriving cagftaHst. economy, 
would not open before 
March im-v 
• Government officials have 
been balling the launch of a 
three-tier stock exchange as 
imminent since early 1996 
and five-' stockbroker-dealers 
were officially licensed in 
Jun&. V- . 

' -Bat bureaucratic delays in 
what is widely regarded as 
one of Africa's least busi- 
ness-friendly environments 
have time and again farced a 
postponement - 
Most of the 13 companies 
earmarked by the govern- 
ment for flotation • are 
reported still to have to com- 
plete internal- structural 
chang es and accounting pro- 
cedures making them eligi- 
ble for public offer. 

Even Tanzania Oxygen 


Company Limited, long ago 
identified as the first com- 
pany to be listed, had. been 
. unable to "complete the ini- 
tial- formalities in time, the 
East African business news- 
paper said. 

Officials at the Capital 
Markets and Securities 
Authority were unavailable 
tor comment 

The latest hold-up will be 
seized upon, by . critics who 
believe that the region does 
not need three stock 
exchanges and that Uganda 
and Tanzania, both strug- 
gling to open bourses, would 
do better quoting stock on 
the expanding Nairobi Stock 
Exchange. 

But others regard the 
bourse ; launch as an 
important signal of changing 
mentalities in Tanzania, 
where Julius Nyerere’s 
socialist principles have 
proved surprisingly hard to 
shift, 

“These are the kinds of 
logistical problems you get 
in a low savings economy, 
where private enterprise Is 
stm In its infancy,” said one 
financial analyst. 

“This country has to walk 
before it can rim, but having 
a stock exchange is an 
Important symbolic step on 
the road to a capitalist econ- 
omy.” 


Telmex submits to 
FCC’s conditions 


By LasOs Crawford 
In Mexico CHy 

Telmex, Mexico's dominant 


telecommunications com- 
pany, ' yesterday accepted 
tough -conditions set for it by 

the-US Federal Communica- 
tions Commission in order to 
be allowed to operate as a 
long-distance carrier in the 
US. . 

The FCC last, week 
approved Telmex’s request 
for a licence, but it 
demanded in return thatTel- 
mex lower the settlement 
rate it charges US. carriers to 
complete calls inside Mexico. 

Telmex executives said 
yesterday 'they had accepted 
toe FCCs conditions, which 
oblige' It to reduce settle- 
ment rates by 5LB per cent 
over the next three, years. 
The measure JwDl cut Tel- 
mex’s net revenues by an 
estimated 8400m a. year. 

Cross-border traffic .vol- 
umes between the US and 
Mexico ’ are toe second high- 
est in the world. The settle- 
ment- rate" between Telmex 
and. US cantors is. 39.5 cents 
a minute. . The settlement, 
rate has been a big source of 
income tor the Mexican com- 


pany, earning on average net 
revenues -of $80Qm a year. 

Gerardo Mufloz, Telmex 
investor relations manager, 
said: The reduction in set- 
tlement rates is in line with 
Telmex's commitment to 
' lower tariffs, and ft is also .in 
line with global trends to 
lower settlement fees.” 

Since 1990, Mr Muflaz said, 
settlement rates ■- between 
- Mexico and the US had 
fallen by 50 per cent 

Telmex applied for a 
licence to provide 
long-distance services in the 
US in February' this year, 
demanding reciprocity after 
Mexico -opened its 
long-distance market to 
international cantors. 

The company says its ini- 
tial investment in the US 
wQl be small, as it plans to 
.rent faculties from Sprint, 
its US partner. - 

“The conditions set by the 
FCC were in line with what 
the markets expected,” Les- 
. lie Marcus, analyst with San- 
■ tander Investments in New 

York, said yesterday. “What 
was under discussion was 
how quickly Telmex. would 
.have to bring down its settle- 
ment rat®.” 


buying FSO. Last year’s deal 
to' take over FSO, one of the 
least efficient former-com- 
munist carmakers, followed 
almost five years of fruitless 
talks between the Polish 
government and General 
Motors, the world's biggest 
car company. While GM 
Insisted on. tough terms - 
such as shedding many of 
FSCs 22,000 workers - Dae- 
woo offered a three-year 
employment guarantee. 

Daewoo also agreed to 
keep FSO's outdated Polohez 
cars in production and it 
promised to build a new gen- 
eration of Daewoo models at 
FSO's decrepit factory. 

Daewoo has now lifted the 
veil on the changes that 
have taken place. Externally, 
the plant remains a vast 
sprawl of grandiose build- 
togs designed for far more 
than the modest 95.000 cars 
made last year. 

Inside, however, things 
have been changing. Much 
of the body and assembly 
areas have been swept away 
for production of the Lanos, 
Daewoo’s new small car. 
FSO win also assemble the 
larger Nubha and Ti»gaw»i 
And from next year, it 
should start building Dae- 
woo's latest car, the diminu- 
tive D’Arts. 

Mr Choi believes the new 
cars will soak up FSO’s sur- 
plus labour and turn what 
many observers thought was 
a basket case into a success. 

While that remains an 

n phiTI task, tht» mrnpwny hag 

been bolstered by the 
vibrant Polish car market 
Sales of cars and commercial 
vehicles should reach 534,000 
this year from 426,000 to 1996 
and 296,000 to 1996, accord- 
ing to Samar, a leading fore- 
casting group. 


Daewoo: 



Car* and commerc ia l i 
Potand f0Q08> 



'Sowois Saniir. • : 

Kim Tae-GOU, Aainram of 
Daewoo Motor, is bullish 
about the future. “Poland 
will be the seventh largest 
market in Europe in 1997, 
compared with the 10 th big- 
gest in 1995. We expect it to 
be the sixth largest in 1998 
and perhaps even the fifth 


largest to the next millenn- 
ium,” he says. 

Output at FSO is forecast 
almost to double to 170,000 
units this year. Daewoo has 
invested jftgm to refresh the 
Polonez and production has 
been additionally boosted by 
assembling the Tico and 


Top 10 passenger car 
registrations In Europe, 1996 

1 Gwmony ■ 3^06,300 

2 France 2,132,100 

3 "inc - .'i.was. sob 

4 Maly 1.737,300 

5. Spain . 909,000 ■ 

B Netherl a n d s 473.500 

7 Belgium • . ■ ■ 427,400 

8 Poland 373.542 

9. Austria 307,800 

10 Switzerland 274,600 


Espero. Eventually, how- 
ever, new models such as 
the Lanos will dominate. 
New body and assembly 
hnifs are already under con- 
struction for the updated 
cars. “Tbe plant will be 
unrecognisable in two 
years”, says Mr Choi. 


FSO is Just part of Dae- 
woo's automotive commit- 
ment to Poland. The com- 
pany also owns the former 
FSL, a comm ercial vehicles 
grohp employing 5,000, 
which is being modernised 
to build new products under 
development at Daewoo's 
Worthing technical centre to 
the UK. 

Many of the engines win 
come from Andoria, the Pol- 
ish motors group with 2,000 
employees, which is also 
owned by Daewoo. Some 
may be shared with Avia, 
the Czech commercial 
vehicles group which also 
belongs to the Koreans. 

C omponents will he 
sourced from Polish 
producers also under 
Daewoo's wing. 

Local sourcing should be 
cheaper than importing 
parts from Korea. Using Pol- 
ish components will also 
meet tbe group's commit- 
ment to toe government to 
increase the local content of 
its cars. The Lanos should 
have a local content of 70 per 
cent next year, says Mr Choi. 
Bringing to Korean partners 
should guarantee quality, he 
believes. 

Some of the subsidiaries 
may eventually supply Dae- 
woo’s other vehicle 
operations in eastern Europe 
and toe former Soviet Union 
in a complex production 
matrix. But Poland will 
remain tbe central piece to 
the puzzle. Daewoo is 
already looking for a local 
site for its regional head- 
quarters. The way things are 
going, its network may be to 
place well before its head- 
quarters. 

Haig Simonian 
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Interest income aids CLP in 19.4% rise 


By Louise Lucas 
in Hong Kong 

China Light and Power. 
Hong Kong’s dominant elec- 
tricity supplier, yesterday 
repeated a 19.4 per cent rise 

in annual group earnings, 
from HK$4.S4bn ' to 
HK$5.77bn OJS*746m). in the 
year to September 30. 

The results were swollen 
by interest income on the 
proceeds of share place* 
ments to Citic Pacific, Chi- 
na's main investment 
agency. In January, Citic 
bought a 20 per cent stake 


in CLP for HK*16.2Sbn. 

Its core earnings from the 
Scheme of Control which 
governs the industry rose 6.8 
per cent, from HK$4.45bn to 
HK$4.76bn, Other earnings, 
primarily interest income on 
the Citic share deal, jumped 
from HK$381m to HKjl.Olbn. 
Next year the company will 
book its share of profits from 
property sales of HK$5.8bn 

in a joint development with 

developer Cheung Kong. 

CLP's performance has 
been hampered by the 
migration of manufacturing 
plants across the border to 


C hina . Electricity sales to 
manufacturers continued to 
fall in the past financial 
year, by 5.7 per cent. This 
was compounded by a lower 
than average 1.5 per cent 
growth in domestic sales, 
which directors attributed to 
a “particularly cool and wet 
summer". 

Hong Kong’s sluggish 
growth prospects have 

prompted CLP to seek oppor- 
tunities further afield, and 
the Citic deal was aimed at 
facilitating this goal. CLP 
finally received the go-ahead 
on a 3.000MW power station 


In Shandong province earlier 
this year, and Is now in dis- 
cussions with export credit 
agencies and banks to secure 
US dollar financing for the 
second phase of the project. 

Beyond China, Ross Say- 
ers, managing' director and 
chief executive, acknowl- 
edged the problems wrought 
by the south-east Aslan cur- 
rency crisis. The business 
environment in Asia is 
“more uncertain and more 
volatile than it has been for 
a number of years," he said. 

To increase flexibility for 
business development out- 


side Hong Kong. CLP has 
proposed a new holding com- 
pany which is expected to 
begin trading on the stock 
exchange in January. 

CLP's capital expenditure 
plans for 1992-1999 have been 
cut from HK$60bn to 
HK$48bn. Savings of 
HK$3.5bn in operating 
expenditure are being proj- 
ected for the same period. 

Earni ngs per share rose 4 
per cent, from HKS2.42 to 
HKSL52 and a final dividend 
of 46 cents is proposed, giv- 
ing a total annual payout of 
HKSL48, up from HKSL4Q. 


dunk Light and Power 

Share price relative 
to tt» Hang Sang Index 
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Smokescreen falls on corporate Indonesia 



Tunky Ariwibowo, trade minister: unveiled measures to stabilise Indonesia's economy mum 


moke everywhere but 
not a fire in sight. 

That holds as true 
for Indonesia's business 
community as for its forests, 
which have been wrapped in 
a choking haze for three 
months from smouldering 
peat and bush fires. 

Rumours of defaults and 
impending collapse for Indo- 
nesian banks, conglomerates 
and property companies 
have abounded following a 
30 per cent devaluation of 
the rupiah and a 40 per cent 
slide on the stock market in 
recent months. 

Many big companies are 
believed to be heavily 
exposed to foreign currency 
debt, much of it unhedged. 
But none has gone bankrupt 
or publicly blamed another 
company for defaulting. 

Last week’s $37bn aid 
agreement with the Interna- 
tional Monetary Fund and 
other lenders should lift 
investor confidence. But the 
funding is not aimed at bail- 
ing out Indonesian busi- 
nesses, and some of the mea- 
sures in the package agreed 
with the IMF may Increase 
hardship in the short term. 

"A lot of groups are in 
trouble." one broker said. 
“But we won’t see the full 
extent of this damage at 
least until the annual results 
are published in the first 
quarter of next year. They’ll 
all try to cover it up until 
then. 

“Large parts of these 
groups are not listed. They 
can shuffle things around 
between companies. Eventu- 


ally the music will stop and 
they'll have to come clean." 

So far only a few compa- 
nies have come clean, or at 
least cleaner. Indofood, the 
noodle producer that is part 
of Salim Group, warns prof- 
its may drop to zero because 
of the impact of the rupiah 
devaluation on $9 00m In 
unhedged foreign debt. 
Semen Cibinong said it cut 
output of cement by 35 per 
cent last month to cope with 
a downturn In Indonesia's 
construction business. 

However. Aburizal Bakrie, 
chairman of Bakrie & 
Brothers, denies that his 
diversified group was badly 
exposed, with more than 
$ibn in foreign debt 

“Bakrie & Brothers is the 
only company which 95 per 


cent hedged their dollar bor- 
rowing,” he insists. “Nobody 
believes that, so we got veri- 
fication. Bakrie & Brothers 
profits will go up this year." 

T he listed company is 
only one of many 
Bakrie companies, 
however, and Mr Bakrie says 
his unlisted holding com- 
pany. Bakrie Investindo, will 
see profits fall “by about 40 
per cent” because of foreign 
exchange exposure. 

"Because of the crunch, 
we've been selling one of our 
foreign assets,” Mr Bakrie 
said, declining to be specific. 
Because of the high cost of 
raising finance, Bakrie has 
delayed the launch of its 
first car by six months, post- 
poned land purchases for its 


palm oil plantations and put 
off construction of a chemi- 
cal plant, a hotel and its own 
new headquarters. “The cash 
flaw savings may be around 
$200m." Mr Bakrie says. 

Rapidly expanding compa- 
nies have been hardest hit 
because of their borrowings. 
Steady Safe, which runs cab, 
bus and ferry services, had 
obtained a ?l00m long-term 
loan to buy LOGO new tavfo 
and 800 new buses. But it 
also wanted to buy 21 per 
cent of a toll road company 
controlled by President 
Suharto's daughter. 

Jopie WIdjaya, the compa- 
ny's president director, said 
he opted to pay back the 
loan with short-term debt to 
avoid breaching loan condi- 
tions. He left $6Qm in debt 


unhedged and planned to 
issue bonds in Europe and 
the US. 

But then the rupiah 
slumped, interest rates shot 
up and the stock market 
crashed. “It’s just that the 
timing was not perfect," Mr 
WIdjaya says. He denies 
reports that Steady Safe 
faces cash-flow problems, 
but his shares have lost 
more than two thirds of 
their value in recent months. 

Banks are likely to be 
among the worst hit Singa- 
pore-based Soc Gen- Crosby 
Research expects non-per- 
forming loans to shoot up to 
12.1 per cent in 1997 and 17.7 
per cent next year, the worst 
rate in south-east Asia after 
Thailand. The government 
shut down 16 smaller banks 
over the weekend, but ana- 
lysts fear that owners of 
many larger hanks have also 
used them as milk cows and 
collateral for dubious prop- 
erty loans. 

But banks are also among 
the most secretive busi- 
nesses. Bank Danamon, 
which survived a run on the 
bank sparked by rumours in 
August, has denied exposure 
to property but concedes 
that the family which owns 
it also owns properly. 

Brokers and analysts say 
Indonesia’s weak foreclosure 
rules leave tenders with no 
incentive to go public on 
overdue loans, let alone 
push for bankruptcy. 
“Nobody will go bankrupt," 
one diplomat said. “Sud- 
denly assets of one company 
will appear on the balance 


sheet of another and that 
will be alL” 

“People help each other 
out,” said Mark Saunders- 
Davies, managing director of 
NatWest Markets in Indon- 
esia. “It’s the way the busi- 
ness works here. Great store 
is placed cm relationships.” 

Mr Bakrie said most big 
companies can ride the 
storm. “Once they have the 
liquidity they can overcome 
that” he says, adding that 
interest rates have come 
down slowly. “The liquidity 
is there but the money is 
still in the hands of the 
banks. They are Hiking the 
money to solve their prob- 
lems first They may quote 
an interest rate but are not 
actually giving loans at any 
rate." 

Only the most respected 
companies still have access 
to funds. Astra Interna- 
tional, Indonesia's largest 
car producer, last week 
became the first leading 
group to secure a long-term 
loan, worth $i60m from 
seven foreign hanks, to pay 
off short-term debts. 

He pointed out that the 
government was wary of 
increasing liquidity too 
quickly because it might 
renew speculation against 
the currency. Nevertheless 
he predicted a revival in 
investor confidence follow- 
ing last week's IMF agree- 
ment, adding that the 
authorities could “use the 
momentum to release liquid- 
ity fester”. 

Sander Thoenes 



ASIA-PACIFIC NEWS DIGEST •- 

Provisional price 
for Handan offer 

China’s Handan Iron and Steel has tentatively priced Its 
offering of 350m domestic A-shares at about YnB each, the 
company said yesterday. It added that it was waiting for 
approval of the issue by the China Securities Regulatory 
Commission, the country’s top securities watchdog, the 
company told the China Securities Bulletin, a Hong Kong- 
based newsletter. 

Handan said the offer would be made this month but 
did not confirm the exact timing or pricing of the issue, 
which would be listed In Shanghai. Of the 350m shares, 
30m would be Issued to staff, it said. The lead underwriter 
would be Citic Securities. The company plans to invest 
the proceeds in technological upgrades and the acquisi- 
tion of a steel plant in province of Henan that bad lost 
more than Yn200m CS24ml over the past two years, he 

Handan Steel forecast 1997 net earnings per share of 
YnO.40 on a fully diluted basis, compared with an average 
Yn0.5S annually between 1394 and 1996. The company, 
based in Handan city in northern Hebei province, had 
annual output capacity of more than 2m tonnes of steel. 
Handan currently has a total of 890m shares, all held by 
state-owned institutions. Reuters, Hong Kong 

■ NEW ZEALAND 

Fay, Richwhite eyes Europe base 

Two of New Zealand's wealthiest businessmen. Sir Mich- 
ael Fay and his partner David Richwhite, are to move 
most of their merchant banking operations to Europe. 
Their company, Fay, Richwhite. has been involved in the 
privatisation of many of New Zealand's state-owned 
assets, including Telecom and New Zealand Rail, now 
Tranzrafl. 

Sir Michael said the company had not decided in which 
west European capital it would be based. He added that 
the focus of the company's business and most of its assets 
were now located outside New Zealand and that the com- 
pany needed to re-es tablish an operational base in 
Europe. 

Fay, Richwhite has also been involved in the bids for j 
parts of the former British Rail. Terry Holl, Wellington 

■ WESTPAC BANKING 

Further buy-back planned 

Westpac ' Ranking plans to buy back a further 85m shares 
over the six months starting November 17. The Australian 
hank said it had ended an earlier buy-back of shares, hav- 
ing purchased 21.87m shares at a cost of AS 181 .98m 
(US$128. 3m). Westpac had originally planned to boy back 
up to 50m shares in the first operation. 

“The new scheme replaces the existing buy-hack 
scheme that was due to conclude this month and repre- 
sents a continuation of Westpac's established policy of 
active capital management" said Pat Handley, Westpac 
chief financial officer. 

Westpac’s share buy-backs had resulted in the repur- 
chase and cancellation of 14Bm shares . Mr Handley said. 
The company said that in the first operation 21.87m 
shares had been bought at prices of between AI6.40 and 
A$8J» a share. Reuters, Sydney 

Comments and press releases about international 
compa n ies coverage can be sent by e-mail to 
intemationaLco mp a n ies@ft.com 
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MTNL ahead 9% at halfway 


By Krishna Guha in Bombay 

MTNL, the Indian telecoms 
company, yesterday 
announced first-half pre-tax 
profit up 9 per cent to 
Rp7.7bn (£2 12m) in spite of 
a sharp increase in costs 
caused chiefly by higher 
wage bills. 

The state-owned company, 
which plans to make its first 
GDR issue at the end of this 
month, said revenues rose 
13 per cent to Rp22.4hn in 
the six months to September 
30. 

However, expenditure 
jumped 23 per cent to 
Rpll.Sbn following salary 
Increases in the Indian pub- 
lic sector. 

S. Rajagopalan, chairman. 


said the results were “very 
good” and would be “wel- 
comed by investors old and 
new". But he added he was 
concerned by operating mar- 
gins, which had fallen from 
49 per cent to 46 per emit 

The pay rises were a “one- 
off cost” and the company 
was determined to “bounce 
back to 50 per cent”. MTNL 
h a s frozen recruitment and 
is “looking hard at other 
expenses”, he added. 

Revenue growth was 
driven by the addition of 
new phone lines to Its net- 
work of 3m land lines in 
Delhi and Bombay. In the 
first half, MTNL was able to 
install only 71,000 new lines 
because of monsoon rains, 
but it said it remained on 


course to add 440,000 lines 
during the financial year. 

Mr Rajagopalan said 
MTNL, which has recently 
been granted licences to 
operate mobile phones in 
Bombay and Delhi, was now 
looking at the technical 
details. Urn is viewed with 
alarm by private-sector 
mobile-phone companies, 
but Mr Rajagopalan denied 
MTNL wanted to cut into 
their market and said there 
was “enough business for 
everyone”. 

The company planned to 
restructure its board over 
the next two to three 
months to take advantage of 
the autonomy granted it in 
September, when it was 
given “navratna”. or jewel, 


status by the government. 
This allows the board to 
make Investment decisions 
up to Rp2bn. 

The company has also 
secured its licence for 15 
years and fixed the fees it 
pays to India's department 
of telecommunications for 
the next three. 

Analysts said the results 
were “a little better than 
expected”, given the effect 
of the wage Increases. 

Mr Rajagopalan was 
unable to comment on the 
GDR issue, but sources close 
to the deal, which Is expec- 
ted to comprise 90m-l00m 
shares worth about 3900m, 
said it was “still on track” 
in spite of recent turmoil on 
global capital markets. 


HK retailer sees slower growth 


it's too early to tell whether 
there wffl be a fall [at Dick- 
son] from last year, even 
though this is certainly pos- 
sible." 

Dickson had felt the 
impact of a downturn in the 
retail climate In the second 
half of the year to March 31 


investment and acquisition. 

“Dickson today has a very 
good and big recurrent 
income base, and Dickson 
has no debt but a lot of 
cash, 1 ' Mr Poon said, adding 
that the company had cash 
of more than HK$lJ2bn 
(US$L55m). 


Dickson Concepts 
(International), the 
upmarket Hong Kong 
retailer, said yesterday that 
the poor retail climate in 
south-east Asia, caused 
partly by the recent finan- 
cial turmoil in the region, 
would affect its turnover 
growth, Renters reports 
from Hong Kong. 

The company said that 
there was “no question that 
the retail environment 
throughout Asia has been 
seriously affected by the 
recent events”. 

However, Dickson Poon, 
chairman, added: “I think 


1998, he said. 

Mr Poon said he expected 
south-east Asia’s retail mar- 
ket to bottom out next year 
as the financial environment 
stabilised. 

However, he pointed out 
that the market weakness 
could offer the company 
better opportunities for 


He explained the comp any 
had decided not to acquire 
Shlamas - a retailer and 
distributor of high fashion in 
Hong Kong, Taiwan, 
Singapore and Indonesia - 
because of the retail 
downturn. Dickson had not 
been sure Shlamas could 
offer a high return within a 


short time, Mr Poon said. 

Shlamas would now be 
acquired by a private com- 
pany owned by Poon's fam- 
ily which would take a lon- 
ger-term strategy on the 
retailer, he said. 

Two companies associated 
with Dickson Concepts 
group are paying HK$3Q0m 
to buy Shlamas. 

Artland Watch is a com- 
pany run by the family that 
controls Dickson, while Bir- 
kett Services is owned by 
the controlling shareholder 
of Shlamas, which already 
has connections with Dick- 
son. 


Investment Company 
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31 October 1997 to 30 January 
1998. interest payable on 30 
January 1998 will amount to 
5186.35 per 5JHOOO note and 
Sl.8ti3.63 per 5100,000 note. 

Agent: Morgan Guaranty 

Trust Company 

JP Morgan 






25 


,. 4 . 



tonal 


Price 
mdan «,f f 


!*v 

Xi7 K £■: 
^ •. 1. 

. . 1_ 

fti 

Itt- «t -v 

'>••• •, 

.4* «v. - 

r. it^^7 
l*w M.. 

.» : 

M u. -. 
?*i TTh*';r- 

W •* • :..-■- 

L J l:,l j,' . 

tew- 


tee «*>VS I •!, 


lit- - - 

m. i'*.-,., . 

« WjfcU,' 
lfoOnsV.*...- 
i t 

arrow*-, . 
*M* *;»ai . 
I**i> V W=\; 
•:=*« ■ 

tafctt*.; j. 


"Pfbas, 


►«»*> X.;. 


#ur*:» 


i *« '----< . 

r ■ y • r 

**-•:•• • 

-.u 

o i- j- ‘ .-■..■■ 
*•■' : • 

■ • ■ 

..It- -V 
* 

>• * • • 

fci*- -•- ' ■ 

**• • ■ 


-***-.**• 


thalfwa; 


|HL UO** 
Ur • • 4 


iw» *-'* 


:•; ;■ <" 


. . . . L H 

. • : 


•■* j,: :% 


i 

i * 4 *«'- 

•*#« 


W* 

t' f%"** 
*£**#« -• 

** •? v 

H 

.» wr*-: 


^er szr ()> 


vrt 


H^T-- 
**-*■ '■■ 

,*• £ \ 

!MS*' 

«c*t :•. • 


fc ^'V~- 
- ‘ 

WnAwts' 

.'• •— 
CJfW? - " 
** *'“■ 
le'i-”: 



WOO' 


uwr. 

t:#r 

•***?' • 
O'S***' 



:X#.r 


^^ANCIAL TIMES 


Tuesday NovEMftPft a iqq 7.- ' 



COMPANIES AND FINANCE: UK 


By Robert Wright 

Liberty, tho upmarket 
yesterday invited a 
mendly takeover in a sur- 
prise response to share- 
aoiaer moves to oust Brian 
Cassidy, the company's 
chairman. 

*Hie company, founded in 
1875. said it was requesting 
tenders for an agreed bid 
with a view to putting for- 
ward a recommended offer 
to shareholders. This would 
Provide “an exit opportunity 


for aQ shareholders". 

The board decided on the 
unusual course of action 
■ after considering a requisi- 
tion for an extraordinary 
meeting by Brian Myerson, a 
South African- investor, -and 
Odfle Griffith, financial rep- 
resentative qf five members 
of the Stewart-Liberty fam- 
ily, descendants of the 
store’s founder. ■ • 

Mr Myerson. . and Ms 
Griffith want to be elected as 
non-executive directors to - 
the Liberty board and are 


calfingv&r the departure of 
Becdosb'Mr-Myasm and 

Ms Griffith -jsetween them 
SPe^^^^L^^ceni of the 
shares, they ere-aimost cer- 
tain to see their motions 
passed atlheEGM. 

ten^E&Hiis&.-chief execu- 
tive,. said yesterday that the 
Ubirtn board was concerned 
rbat thg RGM rasolutSon was 
an' attempt ter gain control of 

Liber^F wifiiotit paying a 

» ^i^iVYt> tir pT ^i»l mil ■ 

-Be-iadded:. “Fear that rea- 


takeover 


eon. we believe if s in the 
shareholders* interests to 
invite prospective purchas- 
. ere of the company to make 
bids. Tbafs done purely and 
simply because we believe 
that we 1 have to represent 
the views of all of the share- 
holders in the company, not 
Just 44 per cent of them.” 

Liberty also publicised two 
confidential approaches 
made by Mr Myerson to the 
board in June and July, 
when he had proposed 
restructuring the company. 


In June, he had proposed 
using a shell company to 
launch a takeover bid for 
Liberty. In July, he bad 
suggested separating Liber- 
ty’s retailing and wholesal- 
ing from its property, brand 
and licensing Interests. 

The company said neither 
plan would have benefltted 
the business - and that the 
Stewart-Llberty family 
holding would have been 
diluted. 

Liberty's shares closed 
yesterday at 877Vjp. up 25p. 


GKN considers joint venture with Vickers 


By Charis Grosser 

GKN may choose to stay, in 
the armoured vehicles mar- 
ket by way of a joint venture 
with its larger rival Vickers, 
rather than sell the business 
outright, it was suggested 
yesterday. 

GKN said yesterday; “Pre- 
liminary talks, with Vickers, 
amongst others, relating to 
possible restructuring of the 
armoured vehicle businesses 
have been under way for 


several months. These talks 
continue but remain prelimi- 
nary in nature." 

GKN described the talks 
as “wide-ranging", in whfrfi 
a joint venture "oonld be an 
option". “ - 

If GKN were to dispose of 
the' business, however, it 
might command between 
£50m ((88m) and £10fen, ana- 
lysts said. ‘ 

Vickers and GKN - which 
also owns the Westland heli- 
copter business - are part of 


ABF sets 
sights on 
Dalgety 
sell-offs 

By Afeon Maitland 


Associated British Foods is 
interested in buying Dal- 
gety’s ingredients division 
and has had inconclusive 
talks about its airiwiai feeds 
business, Garry Weston, 
chairman, said yesterday. 

Dalgety said in September 
that it wanted , to sell its 
ingredients and US food dis- 
tribution divisions as part of 
its restructuring, but did 
not put the feeds business 
up for sale. Analysts say the 
price tag on the two divi- 
sions could- be about £350m 
($581m), with food ingredi- 
ents accounting for £25Qm- 
£800 ul 

Mr Weston's comments 


came as he reported a 10 per 
cent rise in iveiut profits 
from continuing 
to £40lm, for the' year -to. 
September 13. However# pre- 
tax profits ou ordinary 
activities included die gain 
on the sale of the Irish 
supermarket chains to Tesco 
in March and increased 
investment income. This 
bumped them- up from last ^ 
year's £43Gm to £850m. The 
Tesco deal added £639m to 
ABF’s cash pile, taking it to 
£1.46hn. 

Another potential- target 
is BOCM Pauls, the -animal 
feed subsidiary of Harrisons 
& Crosfield, expected to 
fetch £80m- But Mr Weston 
indicated the stock-market 
faD had yet to feed through 
into asking prices^ ; .. . . 

Group sales were £5JZbn, 
down 8.8 per. cent. The 
strong pound cut profits by 
£39m, more than the £30m 
forecast at the interims. 


ICI vows 
to fight 
Indian 


By Roger Taylor 

Imperial Chemical Industries 
said yesterday it had not yet 
given up its fight to buy a 9 
per cent stake in Asian 
Paints; India’s largest paint 
company, despite a r uling 
against it from Indian Indus- 
try Ministry. . 

The chemicals gi a n t con- 
firmed it had received a let; 
ter from the ministry saying 
that its purchase of the 
stake could not be allowed 
without a resolution from 
Hie board supporting it The 
bond has -made -dear that it 
is opposed to ICTs interest in 
the company. 

Id said ysterday that fills 
was not the end of the_mafc- 
ter. it said was not selling its 
stake but planned to con- 
tinue fighting the decision 
ajKiwjS taking, legal advice. 

.. The case has earned con- 
siderable interest in India as 
attest case fbr hcrw for. for- 
e^p. b#w^stpre can go in, buy- 
in Indian 
, without manage- 

.. — flrttt-.M . 

Its ecrisfin^'pehit distribu- 
tlon (^rfl^ou te Indhi is less 
than about due quarter the 
size of Asian Prints. ‘ 

ICI bought the Asian 
Paints stake ;fa August for 
£23m ((88.18m) from Kotak 
Mahindra Capital, the Bom- 
bay broker, which had pur- 
chased them .from AtuI 
Cboksey. the former manag- 
ing director or the coug>any. 

At the time, ICI said.- it 
hoped to start negotiations 
with the . company -over 
future co-operation and 
added that it was prepared, 
to make a further invest- 
ment in the company. 
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~ FILMING FIAGSHIP FUND • 

SotMe i Capital fhrutile- 

.■ European Battk &Stistnca Centre, 6, mutodt Trrim 
L-2633 Stnniagerbeg, Grand Du&j Luxrmbntrg 
.' R.C. Ltixnbourgfio. B 8478 

Notice of 

Annual General Meeting 

NOTICE is here bv given 10 Sharehcrtden that the Annus! General 
Meeting or FLEMfrJG FIAGSHIP FUND (‘the Company - ! wiD 
be held at the registered office of the Company ai European Bank. 
& Business Centre. 6, route de Treves. L-268S Sammgerberg, 
Grand Duchy of Luxembourg on Wednesday 19 November T997ai 
3:00 p.m. for the purpose of deliberation and voting upon the 
following agenda: 

1. Submission, tifthe Report of the Board of Direotws and of the 
Auditor; 

2 . 


3. Discharge of the Director* in respect of I 
for the year ended SO June 1997; 

4. flection of dw Director* and Auditor; : ■ ' ‘ ■ 

5. r whrarin n of dwidgaAfor the finanmdytar ended SO.fane 1997; 

6. Am Other Business. - 

A Shareholder entitled to attend and vote at the Meeting may 
appoint a prwey to attend and vole on his behalf and such proxy 
need nos be a Stiareholdcr nf the Company. 

Resolutions on the agenda of the Meeting will roquire no quorum 
and t«J! be resolved by the majority of OJe Sh^rehokiers ancndii^ 
in person or by proacy. 

In order lo be cmided to attend the Meeting holders of bearer 
shares must deposit their bearer share certificates seven working 
days prior to the Meeting with one of the following mjnoitKJns: 

- KitriietbaiASALliWniBpi^^ 

1^2955 Lrannbo gry ^ ^ p~ ~~ 1 iium» 22, 

* Gormnereiale ImSana SpA, Coxso ^ Porta Nuova 7, 

UOItllfihno 

■ Bnwe DwM^SJUbtMlevardAii^pacb Z, bte»r 

Ml 



A- 1010 Wien 

• BHF-BANKAkticngesdBsdiaft, Bodcenbdmer Landstrafie io, 

D^032SfiM*fi«7M^a ' .1 , 

• Banco Exxesdor de Curtodta baanKwnl, 

Via de to* J*obtado&, fc-t8MS Madrid 

SJureholden who rannot personally attend the Meeting uf 
requested «M»e the prescribed form of proxy tavadabk.at 
ieciacrcd office Of the Company) and return tt at tail seven 
wurkinc daw prior to the date of the Annual Genesal Meenry to 
the C/anpaojvc/o FtemiisIbndMaMgittneitt (tweflabdurglsA, 
L-2888 liotcmbourg-. . ' 

By Order ofTtie Board of DirecfoctNovembei; 1997 ; 

Flemings 


rival consortia bidding for 
two ’Iarge -orders: one for 
3,406 multi-role armoured 
vehicles wrtrt the other' for 
1,600 -...reconnaissance 

vehicles. '■ 

A pooling of resources 
would -eatable both compa- 
nies to benefit from orders in 
a m ark et which Is notori- 
ously. -lumpy and suffers 
from ov e rca pa city- 

Many industry observers 
expect a deal between GKN 
and Vickers to herald yet 


more consolidation across 
Europe. - 

Ra« h Tusa, analyst at DBS, 
said: “The UK has got three 
and a half producers of 
armoured vehicles, and five 
manufacturing sites and the 
market can only support half 
that. There is a need to 
reduce overcapacity.” 

Last weekend GKN deliv- 
ered the last of a £400m war- 
rior combat vehicle order to 
Kuwait. 

• Meanwhile Lazards, the 


mer chan t bank, will distrib- 
ute shortly a memorandum 
of . sale for Vickera 1 
Rolls-Royce Motor Cars sub- 
sidiary to an “credible" 
potential buyers, a Vickers 
spokeswoman said last 
night 

The company continued to 
decline to identify individual 
interested parties but said “a 
reasonable number” of 
potential buyers had 
emerged following the sale 

annwinewnon t. 


Shareholders approve latest refinancing plan 

Skanska 
backs 
Costain 
rescue 

By Andrew Taylor, 

Construction Correspondent 

Shareholders of Costain. the 
construction group, yester- 
day approved the company’s 
latest refinancing plans, pav- 
ing fite way for the shares to 
be relisted on Friday. 

Costain shares were 
suspended L2 months ago at 
46p after the company ran 
into financial difficulties 
following an earlier rescue. 

Long-suffering sharehold- 
ers in the British construc- 
tion group voted to support 
the latest plan to raise 
£47. 5m ($78 -85m) from a 
share sale, including debt 
conversion, which would 
leave Skanska. the Swedish 
construction group, with a 
7.6 per cent stake. 

Skanska. which is backing 
the rescue, has the option 
to increase its holding 



Woman Cot 

Light at fiie end of the tunnel: John Araritt after the vote 


to 40 per cent over the 
next three years, which 
would then automatically 
trigger an outright bid for 
Costain. 

Costain is offering existing 
holders one new share at 40p 
for every L59 held. 

Following the sale lntrla, 
the Malaysian construction 
group, will reduce its stake 
from 40 per cent to 87 per 
cent. 

Kbarafi, a Kuwaiti-based 
construction company will 
reduce its stake from 25 to 
19.7 per cent, and Raymond 
of Saudi Arabia will reduce 


its holding from 12 to 7.6 per 
cent 

Costain's bankers also are 
underwriting part of the 
issue which would leave 
them with a 15-2 per cent 
stake in return for convert- 
ing £i9m of debt. 

Mr John Armitt, Costain's 
chief executive, said: “The 
vote [by shareholders] dem- 
onstrates the continued con- 
fidence of our major share- 
holders in the company." 

The financial reconstruc- 
tion will leave Costain with 
shar ehold ers’ funds of frefr p 
and net cash of £5B.6m. 


Arc you taking the right risks for your shareholders? 


Do you have too much capital? Or too little? 


Could your cadi flow be more stable? Should it? 


Are emerging markets an opportunity or a threat? 


How can you improve your access to the capital markets? 


If vou have confidence in your answers 
to these questions, stop reading this ad. 


At Bankers Trust Risk Management Advisory, we regard risk management 


as more than a discipline to measure and mitigate risk. We see it as an 


enterprise-wide, decision-making framework to drive the creation of value. 


Bankers Trust pioneered the concept of proactive risk management, and we 


provide this skill and insight to our clients in all aspects of their business. Our 


approach and innovative solutions have resulted in Bankers Trust being 


named Eurumoney’s “Risk Advisor of the Year” two years running. To explore 


answers to the questions above, as well as others, we invite you to call 
Kevin Ferrell in New York at 212-250-4773. Jk BankcTsTjTlSt 

Architects of \&iu£ 


London * Tokyo 
44-171-982-3561 81-3-3286-8145 


Kuala Lumpur 
BO-3-281 -9277 


Sydney * Hew York 
61 -2-9259-9173 21 2-250-5952 


. enraataltalfarfek 


l bmi bf BtatmUm Ctapan^ fepfcnd ^ Ac SM. 
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FLEMING FLAGSHIP FUND 


FINANCIAL TIMES TUESDAY NOVEMBER 4 1997 

COMPANIES AND FINANCES UK 


SodtUilnoestissemenl a Capital Variable 
European Bank c? Business Centre, 6, route de Tmts 
L-2633 Smnhtgcrbetg, Grand Duthi dt Luxembourg 
R.C LuseabmirgNo. B 8478 


The Shareholders of Fleming Flagship Fund ("the Company! 
are heretnr convened to an 


Extraordinary General Meeting 


tt be h<& on Wednesday 19 November 1997 at 230 p.m. (Luxembourg 
time) ai the registered office of the Company oral any adjournment 
thereof for the purpose of voting on the amendments u> the Articles 
of Incorporation as set out in the following agenda: 

1. To amend in Article S. the first paragraph so as to read: 

The exclusive object of the Company is to place the funds 
available to it in securities and other permitted assets of any kind 
with the purpose of spreading investment risks and affording iu 
shareholders the results of the management of its portfolios.' 

2. To amend, inter alia. Articles 5., 6., 8., 10., 1 1.. 14, 16.. 17., SI., 
S2L. 23., 23., 27„ and 30.. such amendments relating mainly to 
the following matters: 

■to permit me Board of Directors to create, within each dass of 
shares . subclasses with different characteristics; 

-to allow charging for the issue of bearer share certificates; 

■to increase the maximum period for the payment of redemption 
proceeds including switching from sewn to ten business days; 
■to increase the minimum number and value at which the Board 
ofDirectors may decide to redeem all the shares in a dass of shares; 
•to reduce the maximum per cent by value of shares in a dass 
able to be switched nr redeemed nn any one Dealing Day from 
Id % to 5 % upon decision of the Board of Directors; 

•to permit liquidation of classes and subclasses, merger of classes 
and sub-classes and merger of classes with other investment 
funds upon decision of the shareholders and in certain 
rircu instances upon decision of the Board of Directors; 

■to provide that 24th December will not be considered as a 
Dealing Day- 

-lo permit the Board of Directors to manage two or more classes 
of shares on a pooled basis and to specify the rules applicable to 
such pooling technique. 


Young executives set 
for Emap’s top titles 


Bass to 


LEX COMMENT 


By Christopher Price 


Emap is set to announce a 
series of management 
changes which will confirm 
the ascendancy of a group of 
younger executives and 
bring to an end a period of 
boardroom unrest at the UK 
media group. 

It is understood that Kevin 
Hand, currently head of the 
media group's French 
operations, will take over as 
the company’s new chief 
executive, while Robin 
Miller, the current incum- 
bent. will become non-execu- 
tive chairman. The moves 
are likely to take effect when 
Sir John Hoskyns retires as 
chairman next July. 

Mr Hand, 46, who joined 
Emap in 1983, went on to 


head the group's consumer 
magazine business and over- 
saw an Increase in titles 
from 20 to 90 In six years. He 
was appointed to the board 
in 1989 and became manag- 
ing director of the fledgling 
French consumer magazine 
operations in 1994 

A keen francophile, Mr 
Hand is known to want to 
increase Emap’s continental 
European operations. Ger- 
many and France are likely 
to feature prominently in 
any expansion. 

Two associates of Mr Hand 
- David Grigson, 42, the 
finance director, and Tom 
Maloney. 38, head of UK con- 
sumer magazines - are both 
likely to play a key role in 
fashioning group strategy. 

Emap’s position in France 


was greatly expanded last 
year when Emap paid £145m 
for three of the country's 
biggest-seUing titles. The 

move made France the sec- 
ond biggest market far the 
group, accounting for a Quar- 
ter of last year's £L21m prof- 
its. 

A six month row over cor- 
porate governance at the 
company came to a bead last 
December with the depar- 
ture of two non-executive 
directors. 

The row also threw up the 
issue of who should succeed j 
Sir John as i*t»ifor)iiTi upon . 
his retirement. This was I 
partly clarified in February 
when David Arculus, then , 
Emap’s managing director, 
left to join United News and 
Media. 


acquire 

Carlsberg 

brewery 


Emap 


Kevin Hand. Emap’s chief 
executive designate, will 
face a nice but supremely .sp^ni price relative to the’ 
difficult problem: how to FTSE«eeSaW« _ 


By John watman. 

Consumer Industries Editor 


A complete version of the above amendments is available upon 
request at the registered office of the Company in Luxembourg. 


Decisions on the agenda require a 50 % quorum of presence of the 
shares in issue. Decisions wui be validly adopted if voted in favour 


CSFB close to BZW deal 


shares in issue. Decisions will be validly adopted if voted in favour 
by a two thirds majority of the shares present or represented. A 
shareholder entitled to attend and vote at the meeting may appoint 
a proxy to attend and vote on his behalf and such proxy need not 
be a shareholder of the Company. Holders of bearer shares who 
wish to attend the meeting must deposit their bearer share 
certificates five business days prior to the meeting with: 

Krttficfbanh SA, Luxembourgeqtse, 

43, boulevard Royal, L-2955 Luxembourg 
as Enrodear and Cedel Bank Depository. 

Shareholder! who cannot personally attend the meeting arc requested 
to use (he prescribed form of proxy (available at the registered office 
of the Company) and return it at least five business days prior u> the 
date of the Extraordinary General Meeting to the Company c/o Fle- 
ming Fund Management (Luxembourg) SLA., L-2888 Luxembourg, 

The Board of Directors, October 1997 


By Jane Martinson 
and Clay Harris 


Flemings 


The United Mexican States Floating Rate 


CSFB, the S wis s- Am er 1 can 
Investment b ank, appeared 
last night close to agreeing 
to buy BZWs equities and 
corporate advisory busi- 
nesses. 

The final discussions 
between CSFB and Barclays, 
BZW’s parent, were under- 
stood to have focused on the 
money needed to lock in key 
BZW staff as well as the 
price of the deal. All three 
parties were taking part in 
talks last nl gh f 

One senior BZW executive 
said that since CSFB was the 
last remaining bidder “price 


is probably the least impor- 
tant of the two issues”. 

CSFB is expected to offer 
share options to BZW staff 
in an effort to keep them 
with the business. The nego- 
tiations' are likely to have 
centred on how generous 
they should be. 

CSFB is expected to offer 
stock options in line with 
those given to its own staff 
This consideration prompted 
one BZW executive to sug- 
gest CSFB was unlikely to 
offer his staff large guaran- 
teed bonuses. 

CSFB. like the other poten- 
tial bidders which have now 
dropped out, has been free 
throughout the process to 


sound out BZW staff With a 
deal now appearing immi- 
nent. however, the potential 
buyer needed to make cer- 
tain that staff were "smiling 
and not concealing their feel- 
ings”, one adviser waist 

Similarly, BZW staff were 
likely to be seeking assur- 
ances about the process and 
aftermath of integration. 

One UK equity analyst 
said that staff on the equity 
research side felt more pos- 
itive about a tie-up with 
CSFB. However, European | 
analysts and traders felt far J 
more threatened by the deal | 
“We're quite pro-CSFB," he 
said. “But I don’t think the < 
Euro side are that keen." I 


Bass yesterday consolidated 
its position as the UK’s sec- 
ond largest brewer by buy- 
ing Cazisberg-Tetley’s brew- 
ery tn the north of England. 

The acquisition, for an 
undisclosed price, gives 
Bass 25 per cent of British 
brewing volume and doubles 
its capacity in Burton-on- 
Trent 

The company will close 
two smaller ale breweries 
unless buyers can be found. 
The cost of the closures 
would be about £25m 
($40 m), Bass said, of which 
£ 10 m would be asset write- 
offs. 

About 200 Jobs will be lost 
following the closure of the 
two smaller breweries, but 
the deal should save the Jobs 
of most of the 537 employees 
of the Burton b rew ery. 

The deal is conditional on 
regulatory approval. 

Carlsberg-Tet) ey also said 
that Carlsberg A/S, its Dan- 
ish owner, would not be 
requiring Allied Domecq to 
take a stake In the British 
venture. 

Car Isberg-Tetl ey also said 
it had negotiated a new 
agreement to supply beer 
and lager to Allied when the 
contract runs out in Decem- 
ber. 

Analysts speculated that 
the brewing and leisure 
group might have paid as 
much as £40m for the brew- 
ay, based on the value of 
the assets. 


v© -—-I 
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maintain the media i50 — 

group’s long record of out- > . 

performance. Its .share wo-; -‘r 

price has trebled in the 11 

past five years. But, like i? 0 ’ - ~Wrr 

many acquisitive groups, . • - tj- 

it has reached a size where “r . . - 

bolt-on purchases can no v-— si JWFr - — 
laager deliver big jumps in 7“ * . 

earnings. » , -.1 , J 

There is. of course, one "f 

acquisition that would be •- ^ i . . ■ . 1 .. | ■ »'■ ■ - ■ — 

big enough to make a dif- ‘ ns* *7 

ference - IPC, Emap’s aotiBTOwwwiwv. . 

main rival in UK con- 

suxner magazines, which has been put up for sale by Reed 
Elsevier. Emap, with its better record for magazine 
launches, ought to be able to revitalise the business. And 
the overlaps would present it with obvious cost-cutting 
and marketing gains. With a market value of about £l.8bn 
and little net debt, it could also afford IPC. even though 
the £ 700 m-£Lbn price tag dwarfs its biggest deal to date. 

But the complexities would also be of a different order t 
to Emap’s previous deal -making- There would be competi- 
tion probl ems: rhn pair are estimated to have about 30 per 
cent of the market It could buy the lot and sell bits on. 
But that is not an easy route - as Granada Group's 
takeover of Forte has shown. 

If Fmap backs away from the bidding, it may well face a 
reinvigorated competitor in IPC under a new parent. Its 
other alternatives for expansion are based on replicating 
its success in the UK and France. But if it proceeds as 
carefully as it has in the past, the previously rapid earn- 
ings growth will inevitably slow. 


BP buys French 
and Spanish stakes 


By Robert Corzine 


Privatization Notes Due 2001 


Tbe applicable rate ortaere* tor the penod November 3. 1 997, through 
mJ mrliiling Fdmmry 1, 1 998. to be paid an Febnuiy 2, 1 998, ■ period of 9 1 
days, is 6.5625%. Thu mo is 13/16% above the offered me for tfa r oo-moMh 
deposits in US. Dollan which appeared 00 the display designate! as toe British 
Bankm Association h Interest Settlement Rale (3.73%) m quoted on the Dow 
JomTekinle MankxtB as Tdcnie Screen No. 3750 as K 1 1:00 (London Time) 
on October 30. 1997. 

Tbe above rase equates to *n interest payment olTU.S-D. 1658854 per 
USD 1 ,000.00 in pri nci p a l mwim ofNotes. 


| RESULTS 
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Ass. British Foods 
Backs Lahore _ 
flfedon Gtatbing $. 
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London Securities 
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. Ylr to Sept 13 
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— 6 mths to Aug 31 

— 6 mths to Jura 30 

— 6 mths to Aug 31 

ft to Aug 31 
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Style <P 

Wes&nunt Energy 


(430V) 
(3-9*) 
0.111 A) 
(0504L*) 
(0.381 ) 
(£22) 
(3.03L ) 
(0.461 ) 
(006*4) 


BANCO NACIONAL DE MEXICO, SLA. 
NEW YORK AGENCY 


Nieaufaimnt Trusts .*• ■ Ww ; &n*c»(&4 

Contre-Cjcfcal — B mths to Sept 30fc 44.46 (33.59 )- 0.412 (0.409 ] 
Minay EutvpriU — — ^YttoSejrt30 1518 -,1151.2 ) 0.706 (0.829 ) 

Earnings shown basic. Dividends showh nrt. figariw & braekds'are tor caftipon d 
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October 30. 1997 


Omar Composting Tow tor 
papond (Wdoad year 


5.15 {5.11 ) 

2S (3.4 ) 


period. AAfler uxapfcsm i dram. V A f to%* captiona credtt. tori Increased 'cspIaL 


British Petroleum yesterday 
moved to “tidy up” minor ity 
sha reholding s in its French 
and Spanish downst r eam oil 
operations. 

BP said it had reached 
agreement with the GAN 
group in France to acquire 
its 6 JS per cent shareholding 
in BP France for FFr493m 
($8&55m), or FFr080 a share. 

BP Europe also gave 
notice to the French authori- 
ties that It intended to buy 
the remaining 357,000 shares 
of BP France that it did not 
own for the same price. The 
shares of BP France have 
been suspended on the Paris 
Stfpte>Exdmnge. They will 


be delisted once the transac- 
tion is complete. BP last 
tried to buy out the minority 
stakes in BP France in 1991 

In Spain BP Oil Espana 
announced that it would 
launch an offer In December 
for the 6.63 per cent minority 
stake in the company. The 
offer will be priced at 
Pta8,200 ($55.4) a share, 
which is a 40 per cent pre- 
mium against the last 
quoted price on the Madrid 
Stock Exchange and a 31 per 
cent premium over the aver- 
age price for the past six 
months. Share dealings in 
BP OU Espana were 
suspended last Friday. 

BP described the. two deals 
as “clea ri ng up loose ends”. 


BUSINESS OPPORTUNITIES 

READERS ARE RECOMMENDED TO SEEK APPROPRIATE PROFESSIONAL ADVICE BEFORE ENTERING (NTO COMMITMENTS 


BUSINESSES FOR SALE 


Major & New Opportunity in 

ELECTRONIC DISPLAY ADVERTISING 
IN SCHOOLS AND COLLEGES 


Our company suppOas a imoMionary electronic system to schools and 
colleges which Is already In use and covers ovar 200,000 
pupfisfetudents and 12,000 teaching stall across the UK. The user base 
is forecast to double every 18 to 24 months. As a spin off we have now 
developed a unique media for advertlslng/sponsorship via our aU- 
atoctronlc system. This Includes promo tow via public display colour 
monitors placed In suitable positions In Behoofs and colleges. Our 
company has already a concession/Bcenca agreement to place with our 
customers to exploit this substantial opportunity. 

Wo are now seeking one or more ’brokers' or advertising agencies tor 
this 'New Media' opportunity to unlock the potential. The media 
brakerafotoranlslng agendas we are looking tor wtl be rasparafoie tar 
findtog and placing advertisers and/or sponsors and developing new 
business leads. This win appeal to organisations looking for a highly 
competitive, yet rewarding, environment Previous experience in modta 
brokerage Is required. 

Enquiries sre invited by FAX: 

Attention oh —w aging Direc to r, Fax No: 0181 481 3993 


CHACON FARMACEUTICA S JL 

Rapidly expanding Pharmaceutical Enterprise 


Pitcitt. manufacturing rights, world diitriburion and research of new 
pharmaceutical product tor Aids in final registration phase in dUfensn countries 
and a potential leader in the ImiumosrtmulBnn/Immutiorooduliwr* Motor. 
Cowing a wide therapeutic area. 

U53 50.000000 have already been invested. 

SEEKS 

Exdusjvo distributors John venture partners 


IF INTERESTED, CONTACT CHACON FARMACEUTICA SA. 
OCsriHAmictics, 8. San Lorenzo del Escorial 28200, Spain 
Ibl. +34 1 890 5B4S fire. +34 I 8900723 
e-mail: chacoo@ctv.ea 


GET REAL BENEFITS FROM YOUR COMPANY 
DEVELOP ITS POTENTIAL 


We are looking fix' involvement In Companies with 
real potential Current poor results or financ ial status 


otentiai current poor results or financial status 
need not inhibit our involvement. 

For a brief chat contact 

D. Charlesworth on 0181 922 3305 


Well established Restaurant/Take-Away Group 

Trading from prime sites requires Equity Parmer 
for expansion programme. 




& distributing Audio and Video products 

requires investment of £3M. 

Experienced management has invested £L8M. 

Contact retained advisers Alfred Henry Corporate Finance Limited. 
5-7 CranwoOd Street, London, EC1V9EE Tcb 0171-251 3782 


SELLING YOUR BUSINESS 

or do yon just require funding for expansion? 

If so. we may be able to bolp you to achieve your aims. 

Koran hutkl assm ment to ensue our abilities meet yew needs just phons us 
now on 0l?l 404 2944 (office hours), and we wtil teil you how we cat help yon. 

Phoenix 2000 Ltd 

95 Fetter Lane. London EC4A 1EP 


Selection of New 
investment Opportunities 


Phoaralisik Qinipoier Travel £ 1 75k 
Youth Adventure Yachting £1001 
Canstnictiai Company £I.0m 
Public Interact Kiosks £220k 
Traditional Puddings Momf £8201 
Office Park Development £5001 
lettings Newspaper £2251 
Call Centre Franchise £1001 
Oo-Lme Computer Training £601 


Vfat&rt Ca/Oal Kwfailfmatm 
" W •0">O e^ptet WC* rarinfttadMB 
0 new do utrejrnuart monad 


Details tn monthly report 

Tel: 01865 784411 


Channel Islands 

Fifl Onshore IncorporeSon a 
Adiuris&aoon. 

Trust EstabGshmanc. Payml Systems 7 
Asi ha sncs wtmmarapemantot 
BanMng Faefrias lor Ex-ftttrtstws. 
FordaMsS appoint m ent wwta: 
Cray Trust Limited, 2nd Floor; 

3< David Place. St HsUor, 

Jersey JE2*TE 

TM: 01 534. 878774 Fa* 0153* 36*01 
EJ4a8 aau ys s i gil .net 
htte/tewwataiielryjietl l BBBii i ftw te «.lwn 


OFFERS 

INVITED 


(FROM USA, UK. JAPAN, 
EUROPE & HONGKONG) 


Result-oriented 
Advisors / Investment Bankers 
/ Consultants required for a 
Bombay based Profit making 
Dividend Paying intematoim 
Trading House (Govt. 


Trading House (Govt. 
Recofrisad), Rated on Bombay 
& National Stock Exchange ol 
India, "with Market Cap- 
ftafiaation of US S 51 mffikxi 
lor its international Fund 
Raising programme for further 
expansion inducting listing on 
overseas Stock Ex change s. 
Excellent rear-ended 
remuneration lor the successful 
Organisations / todMduals. 
Contact: The Dfcactar (Finance) 
SOUNDCRAFT 
INDUSTRIES LTD. 

Narayan Building, 

23 L N. Road, Dadar(Eaat), 
Bombay-14. INDIA. 

Fax ; 00-91-224151470 
00-91-22-4131831 
00-81-9820060781 


Merger or Acquisition 




in 


operating In tire 

IwksaMal 

kKWMlW, QiyDiMrilQi 

Office Sarvtcws and IT Mariuta, 
who aim to Boat within 3 yearn. 
Aa part of our expansion atiategy, 
we now wish tomefge wfth or 
acquire contract Mre companies 
In the rr. Office Services or 
Outsouidng Markets, 
wa would aho Bta to hear from 
Dynamic todMdualu of MO status 
operating in these sectora. 


Write to: Box BSS27, 
Financial Times, 
One Southwwk Bridge, 
London SE1 SHL 


(taw Pie. 

Ibb 019E4 2ff1 365 or Fbjc 0IB24 201 377 


Security Systems Re-Seller Business 
CCTV, Fire Protection and Access Control 


Sells, insaills and maintanw secmiiy systems to an impressive client 
list. Baaed in the Midlands/with an annual turnover of circa 
£800.000 and current year projected net profit of £160.000. Farther 
growth prospects are probable. ; 

Tbe parent seeks funds to invest in activities which are core and 
believes that the further expansion and profit growth can be 
optimised by applying specialist management. 

The total business is oflb e tl for sale. 

Serious enquiries are invited from principals. 

Write to Box B5510, Financial Tunes, 

One Southwark Bridge, London SE1 9HL 


GO PUBLIC EVILS. 

Pablic SbeOa, Dade on Stack Exchange 
T (310) 356-6320; F (3 10) 556-4*23 
wwwJHXvCom Email: BKL5@aaLcom 


Environmental Research Co, 
Es t ab li sh e d 12 Years 
World Wide Rafails • 
Seeks strong partner for 
I nt ern ati o na l Dev e lopment 
Box B5537, Financial Times 
One Southwark Bridge 
London SE19HL 


CONTRACTS & TENDERS 



For Sale 

WINNER OF NINE RACES 
For further detais 
TWt 01488 848912 


SWITZERLAND 


Incorporation and adrannsuaden of 
swim md foreign comp a nie s. 
Mail - Phone - Fox services. 

Bunk 


OPTIMA FIDELITY 
SJV. 


16 Place LoogemaBe, 

PO Box 3S20, CH-1211 Geneva 3, 
H* 41225190999 ftu: 4U23IMK3 
EouB : oprifld^blnewiiLcb 


INTERNET 

TRAINING COURSES 


International tioengefc) av ai lab le . 

15 courses totalling 30 training days. 
Titles oo business, web design, java, security. 
Used by leading ISP. 


Write fa: Box 85543, Ptantef Times, 
One Soofliwm* Bridge, Leaden SKI DHL 


ELECTRONIC PUBLISHING 

Publisher of information on the capital markets of 
Russia (English language). Screen based electronic 
delivery with intra-day updates of securities prices 
and volumes, together with market trading statistics, 
indices and commentaries. Subscriber list includes 
numerous major international financial institutions. 

Email to l p x g intc metivwwgo.uk 
or write to McBrides International 
31 Harley Street, London WIN IDA (Reference TFR) 


MANUFACTURING 

COMPANY 

FOR SALE 


Predominantly in 
the Leisure Sector 


Well established, high 
profile company with 
excellent financial 
performance, considerable 
growth and future prospects. 
Strong management team. 
Turnover approaching 

£12,000.000 with 

exceptional profitability. 

Interested partial to apply to: 

Bax B552L Financial Times, 
One Soadiwarfa Bridge, 
London SE19HL 


giving full financial details of 
yew company. 


Tender No: 76/1878 U 





lUa-il.ViM 






Mobarakeh Steel Company intends to purchase 
8400 M/T graphite electrodee with following 
specification: 


Graphite electrodes: Nipples: 

Tfype: C/LffjR Diameter: 317Jimm 

Grade: AGX Length: 457.6 mm 

Length : 2400 +75 mm Type : 4 

- 125 mm 
Diameter: 600 mm 


A large USAbusinesg-to-coustm>er catalogue company 
with t ur no ver /saleg tn excess of 300 mifiioa dollars 
ann nally, wfshes to expand internationally by 
purchasing a catalogue/ direct marketing company. 

A d e di cate d company Is sought with solid in-bmue logistic capacity, 
warehousing, picking, packing, shipping, order taking, customer service 
etc. and an envisaged animal tnmovirabalcs of NO to 550 million. Similar 
product fines are desired e.g. gifts, menVwomen'a apparel, housewares, 
linens md aimed at the ABC marine. Senior manag e r it e u t must be williog 
to remain tn place. For an initial discussion, please content la strictest 
confidence: 


J T Ralph, Ref ACT 1, 

Laser? Rowe Advertising LnL, 

<9-71 New ingt on Causeway, London SE1 6BD 


Interested bidders may obtain a set of bidding 
documents by the submission of a written 
application and payment of non-reftmdable fee of 
USD 2000, in flavor of Mobarakeh Steel Company, 
through Ban k Markazi Iran account No. 138 


A PARTNER REQUIRED 
WITH £2M CAPITAL 


to effect purchase of freehold 
premises in prime position In * 

West End of London consisting 
of 2 large shops with offices 
above, Bis tatter to operate 
as a Business Centre. 


Mortgage security, return on 
investment aid sham ol profita 
Write to: Box B5529, 
Financial Times, 

One Southward Bridge, 
London SE1 SHL 


All bids must be delivered to the below office 
on or b^ore 23/12/97 


[PtSQQOTTQBa® 

Our dfent, an established management team. Is seeking to acquire a 
core bUBhtete in London or the South East with a minimum tumouar 
ol £5 mffion In ihe printing or affiad trades. Thera Is no upper limit, but 
essentially the rule of the bigger the better appHes. 

Mease contact Mika Hull, Messrs. Hoorea Rowland, 
Chartered Accountants, 6 Bedford Park, Croydon CRO 2AP 

118:0181 688 9281 Fax: 0181 780 0411 


P 




mfer 1 





BUSINESSES 
FOR SALE 


Mobarakeh Steel Company 
15km south-west of Mobarakeh 
PO Box 167 Eriahan, Iran 
Raw Material & Energy Purchasing 
Department 

Fax: 0098 31 327512 & 324324 
Teh 03356-3707 


OFFICE EQUIPMENT 


Mobarakeh Steel Company 


OFFICE FURNITURE 


We have- direct from the manufacturer - new high quality 
executive and system ranges - conference and receptions. Large 
chafe* of veneers, melamine and/or laminate finishes 


with discount of up to 40-'^ from R.R.P,! 


London Showroom for viewing: 69-73 Theoixtlcrs Road, 
London WC1XBTA 

Fuff camcad and planning services. 


LiHEADUnO ITD Tel: 0171-031 GOT; 


in me 

Financial Times every 
Tuesday, Friday 
and Saturday. 


For further Information, or 

to advertise In this section 


Please contact 


Marten Wedderfatim 

+44 0171 873 4874 
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JTNANCIALTIMES 


TUESDAY NOVEMBER 4 1997 ★ 



BUSINESSES FOR SALE 


Fom High Quality Nursing and Dual Regsiekbd Homes 
— TOfi&tLfiZNDTODCALLr 


Northern Iri i 


‘ bodi<«H wnbou w4» 

Amo). 

• Setf mamcd 2 batons flu. 
OSkfUR fUEBDLD 

Lomjen Office tofS/FT 

01712270700 



LmhnC&kcIWSfiT 

01712270700 



33 nglo bcdrooa.,4 .MhbBtwu 

CM mm** 

ONWnmau 

Wixdtester Office Rtf 38/FT 

01962844455 


C^HOnmioLD 

Bristol Office ter 34 /pt 
81179744566 


FOR SALE-GENEVA 

. • Jta^baaiaqtertw . . . 
jtdbSpMfaadHeWbCUi 

• BMMLfqro*. ««*•“' O” 

• MwJo&**taniosM 

. «»fcfa»r ti«h.l n t nrHiiiiwr . 
Midhaft hn n yotaB —I Aopfc . 

■ UinmiM i Hm i mirtnnil eaaaric ■ 

nw-wrik ro *■ »05ZK U 
ommi 


CONTROLUNa 
SHAREHOUHNG 
. JaDfiWanOm 
FOOTBALL. CLUB 


. lKn^nnnMlint, ' 

OMaDDBwKMtB London SEI SM. 


FORSALE 

fflBpeSnfffai id Pw i t in 1-Mu -■ 

mpptying in a niche mulct, 
modroi freehold 

liw riiniiu'^ iffirw 
Vi* large p«fcng re*. 
■4 mAIdA 12. 
‘nmMwrJliirpj. 

Prtaeipak only apply to Box RS516 

' FbsadnrnnKi 
• Out SwtkwBffc Bridge 
Lndoo SE1 9BL 


OFF,o.-i at London ■ B:»mingham Bristol • Ed:nwjkc.h 
E xt ter ■ Glasgow - Ii-swich Laos • Manchlst.-r 
Milton KE'rNrs Nlwcastif - Nottingham Winchest mi 


BUSINESS FOR SALE 


Electronic Power 
Business For Sale 


♦ Turnover £5 mlllion+ 

♦ Core business growing at over 20% per 
annum 

♦ Strong order book 

♦ Profitable 

♦ Based in the South East of Ehgfand 

Please reply to BoxNumberS545 at the Financial 
Times, 1 Southwark Bridge, London SE1 9HL. 



FORSALE 
Highly profitable 

small business 
Id Central Lancs. 
T/O £220,000+ 


pUrtn Ml tetvieet to Muay ine. Hue 
(Hp. MajerwouM ktonfl; be Rdnbte. 

OmSwUiwL Bridge, 
LobJobSKI *HL 


PHOTOGRAPHIC 

CONSUMABLES 





Supplier of 

Environmental Protection 
Equipment 

The company concerned manufactures, installs and advises on 

wiv lnmnwiltl p ff U lx t j op H jiii]m im t n^«f Ky j p(<iwtrin | jirjyi^ffi 

that produce oil and water wastes. Manufacturing from a 
palRnteri design die company is acknowledged as a technical 
leader in its fickL 

• The company has a client list extending UK widc. 

• TTic product odien dknt tirinimal operational costs and alow 

maintenance long life. 

• The product re duce s the o2 contact of contaminated water 
down to the strictest European and UK standards. 

• On the strength of recent talks opportunities exist to create 

Dew intonruiti nnul Mint mrlh wwiiwg tr^ i npy 

The proposed sale is because of rationalisation within the 
owner's business. 


Write to: ^Box B5544, Financial Times, 
One Somtawarit Bridge, London SEX 9HL 


ft 


Coooers 


// 

* •*'j$y*y * ^ • a * * 


jwwua*MJia/t>sr 



BUS INESS' 

SALERQPORT 


. The No. 1 Independent listing of 
. r.i dim to largg co mp anies far sale 
In die UKJT/tJflm+l. Also cm — 
»+ M IX recaiwra Mpa. Nov Wi 
no oat m Fbr sub detafls: 

0181^76 


FOR SALE 

Quality Pine Fnaubme RetaDiiig & 
Manuifactarmg Business 

baaed in five Bast Midlands. Unique oppo rtun ity to aoqidng a 
long estabfiahed, profitable retfliUng chain. Four retail hranebes. 
Projected turnover of £1.9m. Independent manufacturing operation 
manufacturing its own range of quality ptn> products. 

Freehold p ro p erty available. Es tat e rehe d in 1988. 

Good reputation for quality and service. Principals only. 

Writ, toe Bax B5S40, Ffaundil Hous, 

One So u dinr iit t Bridge, London SEtSHL 



Coopas & Lybrand oflsr fcr sob this monutartiwoftoolstalhe 
plo^lc bijecltan moiMng and pnossure discasttng Industries. 


Principal (Botures of the business lariuda: 

• turxiwr approaching £1 m 

• purpose bufit, modem freehold tactofy 

• wBLaquIpped wflh CNC machine tools 

• skilled worVforcG 

• located to the North West 


For further Irformaflon. pteose contact EUzdbeBi CouUhMBU ol 
0x9— & LytxuncL Benson House, 33 weBIngton Street, 
Leeds LSI 4JP. 

Tel: 01 13 289 4384. Fax: 0113 289 4469. 


.a lyt—dm— bI o iuk 






1 1 li m b e r f s / c i s urc 


A1 f Ml corridor 

Established golf hotel 
& leisure club 


• 36 hole golf course • 33 bed hotel 
• 25 bay floodlit range 
• Health and leisure club 
• Golf clubhouse • Manor house 
Planning permission for 
expansion to 207 bedrooms 

(ReFHRIA/22021 " 


32 BOLTON STREET • LONDON W1Y 7PA 
TAX: 0171 409 0475 1TED 017I'629 67BO 


JFOR sale 

Yorkshire based Food Industry. 
Bakery-Meat-Caiering 
Macbinery Satea and Se r v i c in g. 
Own designs ft Burepetn 
Agencies- Plus associated 
Ptasocs Madnmng A Fabrication 
Raobold Premises 9000 eq ft 
Psmdy Business est 21 years 
Owners wish in retitetemi retire. 
Tnmover £lm and rising good 
prof it record, skflkd workforce. 
BSEN ISO 9002 1994 socn. 


Prbdpnb only apply to 
Box No. BS528 
Ftaudal Times, 
One Southwark Bridge, 
Loodoo SKI 9HL 


PLASTIC 

INJECTION MOULDING 
COMPANY 


For Sale 


pofinbiB tong esobfisbed coiapany 
bma h |fin boac cwato with t aw ■ 
overt! mHHon fcr sale due »iwkema*. 


Principals only to Bat No: BS532 

Financial Times 
One SonUrwark Bridge 

London SElfHL 


Please uppljr CcoSt of fmnds! nu 


Specialist Human Resource Consultancy 

Highly Praftabla Track Racord currently 600k plus 


A hibI &stabMthed sucoassftd kitentaOonal niche consuUng buskisss with a 
10 yaanaack rocoat and protts for the last three yearn In aacass of S00k 
ii saaktog to mega or be bought to order to exploit fuRm poMtaL 
Current ownnia conakiednfl reCrenasHornnwctMilenpa. 

Please wttebicofdklencs to: 

k , Bax BG543, RnandalTInias, One SouOmarfc BridB*, London Set BHL 




K 

LEVY GEE 


BUSINESS FOR SALE 

Brentmere Limited 

The Joint Administrative Receivers otter 
for sale the assets and undertaking of this 
well known manufacturer of static holiday 
homes including the following features: 

♦ Turnover approximately £3.1 million 

♦ Freehold & leasehold premises In 
Northamptonshire 

♦ Skilled and experienced workforce 

♦ Finished stock of 40+ caravans 

♦ Loyal UK and European customer 
base 


CHAKTtr-tD 

ACCOUr.TAT.'TS 


1 1 or lis • c;oi r • i.nst ki; 


Liqaidatioot, 

Kecdversbips ft Aadtooc . 

2 00- W0 UqukiMinH and XtEOdveiridpi 


Hoed e*wy wrek. Who ibry are. Wt*t *ey 
did aod who in eon ad. + Scores or 
Aucdore croy week. 

BUSINESSES FOR SALE Monthly 
publication listing °* ot 100 diTTcnnit 


Fsr fkrtber d«<sB> - 
"ftt 01M2 6SMSP Fsjc OMSt 08—7 


PRECISION 

ENGINEERING 

COMPANY 

♦ .EttsbGiindMn»st20ycara 

♦ Strong customer b*sc 
♦ J 1996A17 turnover £1 to + 

♦ Conwant growth 
+ Rediold prendre* 

♦ South E«h- dose to M23 
+ Retirement saki 

WHfc tM BwtVSSSa, AwMIlnt, 


BUSINESS FOR SALE 
LEADING UK 
SUPPLIER OF 
SECURITY 
EQUIPMENT 


UK market leader, 
specialising in the design, 
assembly, installation arid 
maintenanett. of security 
equ^lment 1 ' ancf cash 
management systems. 
Key fsaiures indude: 

* Im pre s si ve customer 
. base inducing blue chip 
.. retail conpanfea and 
government organteaScns; 

- - Established and 

successful management 
team committed to the 
future development of 
the business; 

- Profflable on turnover of 
£4 mflfion. 


Potential | 

reply to Box No. B6541 at 
Financial Times, 


1 Southwark Bridge. 

9HL 


London SE1 9HL 


YORKSHIRE BASED 
BUILDING CONTRACTOR 

& maintenance company 
FORSALE 

Principal features iadnde 
O ’ntmover circa £5m 
O Oporting Prorti dm £300k ' 
O Net asset* ate* £300k 
AH eaqidrie* in writing pleue to: 
Threw Fiareofiaa, 
Mebna ChrperaiB nonce, 

21 St Pa^i Street, Leab, LSI UG 


CAR, VAN AND LORRY 
SELF DRIVE HIRE COMPANY 

Well established West Midlands company, operating from two 
separate main road, town centre outlets. Has seen animal increases 
in tnmover and profits. 

Incredible potential 

Write to Box No. B5536, Financial Times 
One Southwark Bridge, Loudon SE19HL 


Please contact Lisa Williams at Levy Gee, 
100A Chalk Farm Road, London NWi 
BEJ. T: 01 71-2674477 F: 0171 -4B5 1486. 


J 


B u i n 


F o r Sail 


HORTICULTUBAL _ _ 

AUCTIONEERS GENERAL PRINTERS 

Cart Angjfe. ca 404. m do CLSn vreh Thames VaHey. En'd IMS. tfattSSk 
mtk mmaMirinn luoome, aw £UMk p«»- wkfc 52% <B» and £CT5+k NP. wdy 
d te wa n . niflulir euwoman. Buriudd nig or ■gd, qnBt; rdocstabis. 

kwe. MlmiilrwiirirtiUiMJiLiwae—awitt. reopeflvoparia^ IM repcathnnai. 

OurnCOIAHl OwMOtAP 


Hum ben s 
COV1MLRC1AL 


I 


0 17 1 SQ 1 1270 


South Cornwall coast 

A28 acre wmmiy estate fndudipg 
1 6fli Century 
5 bedroom farmhouse, 

5 holiday letting cottagetk 
12 purpose built lodges, 
additional 4 bedroom house 
and swimming pooL 
An art ab U eha d profitable 
holiday Irosuiesa 
Guide price £650000 
Conta ct Barry Lout 
or Stephen Richards 


J 


Baying Or 
Selling 
A Business? 


Contact Nonnan Wsbber or 
Andy Brookes uHazlewoods 
toL 01242 237661 fine 01242 
584263 

htteV/www JmzJcwoodsxo.uk 
Anlharised by taeOmaed 
Asro riatkxi orOatiSedA LUSUiUUi 'o 
cany on kwertreant buriaen 


FORSALE 

Long Established Food Co 
North of England 

• Subnmtal Siymi m lffl CBbh 

* Litt* Ttdmotofj. Foot HD ProOKDon 


• Ow OdnnjSLivitij 

• PoH Q.C lJbomory MOlta 

• Knre ofLonehold & Freehold 

Preodaca (SOJOOO iq ft) 

• P«±« HBHcot. nandy khobI 
For (ititbn-dcaBi Pkoe coreace 


Karl Tbntn at Jeffrey ft Co. 

OB 01342 3*0188 

e-mail; kart&Jqffrrj-co-com 

FmsWemitt 



X. 


Begbies Traynor 


Announces on 1st November 1997 
the merger of 


Buchler Philips Traynor 

& 

Begbies 

toform 



Begbies Traynor 


S 


Financial restructuring ft recovery specialists 
L eedi, London, Manchester, Preston. Sheffield, Worthing . 


/ 


BUSINESS advertisements appear 
elsewhere in this edition 


CONTRACTS & TENDERS 


Request for Expression of Interest 
for Design-Build Contracts 


The KowkwihCanton Railway Corporation (KCRC) invites agressions of Interest from prerquaBtyingam^^ 

design-build packages for Phase 1 of West Bail, a 30.5km. touMe-tracked, electrified railway system providing passenger 

services to Hong Kong's Northwest New Territories wttti a maintenance depot and 9 stations. 


DESIGN-BUILD CONTRACT DB-320 
Kwai Tsing Tunnels 

This contract encompasses the design and construction of the tunnels (approximately 3,600m in length) from Ching 
Cheung Road in the south to Wing Shun Street In the north. The raffway will proceed northwards from Ching Cheung 
Road through rock tunnels (approximately 1,700m) then transition to a cut-and-cover tunnel (approximately 680m) to 
pass below Kwai Chung Road arid follow Kwal Fuk Road to Hing Fong Road. From there the alignment reverts to rock 
tunnels (approximately 1,100m) and finally to a cut-and-cover tunnel (approximately 120m). The work is planned to 
commence in late 1 998 with contraction to be completed by early 2002. 


DESIGN-BUILD CONTRACT DB-350 
Tal Lam Tunnel 

This contract encompasses the deslgivand construction of the tunnel (approximately 5,500m in length) beneath 
the Tai Lam Country Park. The railway will proceed from south of Castle Peak Road in Tsuen Wan to the northern portal 
in the Kam Tin Valley. The contract wilTfncfade the development of the tunnel’s southern and northern portals and a 
short section of line on an embankment to an Interface wtth the West Rail Depot The work is planned to commence In 
late 1998 with construction to be completed by late 2002. 


Detailed descriptions of the scope of work activities and programme requirements will be included in the 
Qualification Questionnaire. 


Requests fora Qualification Questfoeiraire should be made In English on company letterhead by facsimile to the 
Kowloon -Canton Railway Corporation, Attention: Procurement Manager Ut (852) 2601-2671 . Requests for QBalHIcatfon 
Documents received by the Corporation after 29 November 1997 may be too late for consideration. 


KCRC will, at its sole discretion, evaluate responses to the QuaHflcatioft Questionnaire. Thetender documents will require 
parent company guarantees In respect of each entity. Tenderer* Witt be required to provide a tender bond 
the value of which will be determined at a later date. 


No communlcatlons’in response to this advertisement will be accepted by KCRC except by facsimile at the above 
noted facsimile number. - - •. 


This procurement activity Is covered by the World Trade Organisation's Government Procurement Agreement. 


Qualification of Contractors 
Rolling Stock - Electrical Multiple Units 


The Kowloon-Canton Railway Corporation (“KCRC”) proposes to appoint, through pre-qualification 
and tendering, a contractor for Contract SP-1900, Rolling Stock - Electrical Multiple Units. 


TTie Contract is for the design, supply, testing and putting into service of 250 EMU cars, for use on 
both the East Rail and West Rail systems. Delivery of the East Rail cars is expected to commence in 
June 2000 and the delivery of West Rail cars in May 2001 . 


Mors detailed descriptions of the work activities wilt be included In the Pre-Qualification Questionnaire. 


East Rail is an existing passenger system operating between Kowloon and Lo Wu. it is a 
double-tracked, 25kV electrified railway system with a route length of 34 km. The system has 
1 3 stations and one maintenance depot. 


West Rail Phase 1 Passenger System will be a 30.5 km, double-tracked, electrified railway system, 
with a maintenance depot and up to 9 stations. 


Requests for a Pre-qualification Questionnaire should be made on company letterhead by 
facsimile to the Kowloon-Canton Railway Corporation, Attention: Procurement Manager at 
(852) 2601-2671 in the English language. Requests for Questionnaires must be received by 
the Corporation by 6:00pm on 1 December 1997 Hong Kong Time. 


interested firmsareadvisedttiat'ttieaMStnjcm of Phase I &West Rati witt basub^ 

to the approval of the Hong Kong Special Administrative Region Government around 

September 1998.. 


Additional Information is also available on the internet at the following address: 

- -htto'J^^Jtorc.com ' 


KCR 



KCRC will, at its sole discretion, evaluate responses to the Pre-qualification Questionnaires. 
Those organisations which KCRC determines to be suitably qualified will be invited to tender. 
The tender documents will require the provision of a performance bond/bank guarantee. 


No communications in response to this advertisement will be accepted by KCRC except by facsimile at 
the above noted facsimile number. 


This Procurement activity is covered by the World Trade Organisation Government Procurement 
Agreement. 


Interested firms are advised that the ultimate placement of orders for East Rail system EMU cars is 
subject to the approval of the Managing Board of KCRC. 


Interested firms are advised that the construction of Phase I of West Rail will 
be subject to the approval of the Hong Kong Special Administrative Region 
Government around September 1998. 


r#l 


Additional information is also available on the internet at the following address: 
http://www.kcrc.com 


KCR 
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Short-dated rally goes into reverse 


GOVERNMENT BONDS 


By Simon Davies and James 
Wilson in London, and John 
Labate in New York 

Government bond markets 
weakened further yesterday 

as the recovery in world 
equity markets continued. 
The rally in short-dated 
bonds that accompanied last 
week's volatile stock market 
conditions went into reverse, 
but activity in most markets 
was relatively quiet, with 
trading in a narrow range. 

US TREASURIES began 
the week under pressure 
from several fronts, as 
equity markets around the 
globe recovered somewhat 
from last week's weakness. 

By early afternoon the 
benchmark 30-year bond was 
§ lower at 102%, yielding 
6.194 per cent The 10-year 
note was down 'A to 101{£. 
yielding 5.886 per cent, while 
the two-year note lost & to 
99j}!, yielding 5.658 per cent 

Continuing the trend from 
last week, in which bond 
prices moved inversely to 
equities, bonds sank as the 
Dow Jones Industrial Aver- 
age was more than 100 
points higher throughout the 


morning. As other stock 
markets recovered, US Trea- 
suries encountered further 
selling pressure. 

"We're continuing to 
respond to developments in 
the global equity arena.” 
said Kevin Flanagan, money 
market economist at Dean 
Witter Securities. 

Adding further downside 
pressure were the forthcom- 
ing auctions of Treasury 
bills and notes this week, 
adding new supply to a still 
unsteady market 

A survey of business activ- 
ity by the National Associa- 
tion of Purchasing Manage- 
ment showed its index rose 
to 56 for October, a slightly 
stronger reading than was 
expected. In separate 
reports, personal income in 
September was shown to 
have risen 0.4 per cent while 
construction spending fell 
l.l per cent 

UK GILTS edged lower, 
encouraged by a higher than 
expected increase in the 
CIPS' purchasing managers 
index. Andrew Be van, senior 
bond economist at Goldman 
Sachs, said: “We have to get 
back to wondering whether 
we will get a base rate 
increase on Thursday." 
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The consensus remains 
that the Rank of England’s 
monetary policy committee 
is more likely to move on 
rates in December. Mr Be van 
added: "A rate increase this 
week would have some 
shock value, but I don't 
think it would shake the 
market's conviction that 
we're not far from the peak." 

The December contract fell 
Ss to 118g on volume of just 
38,000 contracts, after the 
busiest month ever on the 
London International Finan- 
cial Futures and Options 
Exchange in October, with 
25.7m contracts traded. 


However, inflationary con- 
cerns were partially offset by 
increasing signs of support 
for British entry intn Emu 
from Germany. 

Hans Ttetmeyer, Bundes- 
bank -President, yesterday 
backed the idea that a seat 
on the board of the Euro- 
pean Central Bank should be 
kept for late Emu entrants - 
most likely, the UK.’ 

Gilts outperformed GER- 
MAN BUNDS on the day. 
with the yield spread against 
bunds narrowing by 1 basis 
point to 107 points. Bunds 
traded cautiously, with a 
trading range in the Decem- 
ber future of just 0.37. The 
contract settled at 102.45, 
down 0.37. 

"The market is trading off 
equities, and we have seen 
some curve flattening 
today," said a trader. 

Attention remained 
focused on the US equity 
and Treasury markets, but 
there was also concern about 
further monetary ti ghtening 1 
in Europe. 

Don Smith, International 
economist at HSBC Markets, 
said: "We think the market 
is being too gloomy about 
interest rates in Europe. The 
market Is assuming that 


rates will converge at 
around 3.75 per cent for 
Emu. but we think rates will 
be held back by the eco- 
nomic weakness in Germany 
and France." 

ITALIAN RTFs bucked the 
trend, spurred on by govern- 
ment progress on its long- 
awaited pension reforms. 
The December contract set- 
tled 0.08 points higher at 
11L68 and the yield spread 
against bunds narrowed 
from 69 to 63 basis points. 

Luca Jellinek, bond strate- 
gist at Paribas, said: "The 
market came back from the 
weekend with a deal an pen- 
sion reform. It was the final 
element in terms of fiscal 
policy vis-a-vis Italy going 
into Emu and I think the 
market reacted very welL 

"The widening in spreads 
has been on the back of mar- 
ket volatility world-wide: If 
people believe that Italy will 
make it into Emu - and this 
deal was crucial in the pro- 
cess - then there is no rea- 
son why we cannot go back 
to the spreads of a week 
ago." 

Investors also remain con- 
fident that tha Bank of Italy 
will cut interest rates by the 
end of the year. 


Emerging market issues gain ground 


INTERNATIONAL BONDS 


By Edward Luce 
and Samer Iskandar 

Bond syndicates spent the 
quietest session of the year 
yesterday wondering 
whether the market would 
pick up before the year-end. 
In the secondary markets 
emerging market bonds 
regained some ground but 
on low trading volumes. 

J. P. Morgan’s emerging 
market bond index rallied 
mildly, with average spreads 
tigh tening by about 30 basis 
points to 565 points by mid- 


afternoon in New York. 
Traders said there were 
some signs that the higher- 
yielders, including Bulgaria 
and Brazil, had benefited 
more than most 

But few were confident 
enough to predict a revival 
in the primary market before 
January. 

"We’re wondering whether 
this is the catm before the 
next storm or whether this 
is the morning after," said a 
syndicate head at a US 
Investment bank. "I suspect 
that if it’s the morning after, 
it’s going to be a very long 
morning." 


One banker said it would 
take months before emerg- 
ing market spreads could 
begin to compete again with 
spreads on high-yield corpo- 
rate bonds in the US market 

"A lot of investors have 
been psychologically scarred 
by this experience," said an 
official "But in the medium- 
term they'll be back: US 
interest rates are probably 
going to stay where they are, 
so the search for yield will 
remain Imperative." 

While analysts believe it 
unlikely that emerging mar- 
ket spreads will tighten 
again to their recent records, 


a majority have tamed more 

bullish and IBCA, the Euro- 
pean rating agency, yester- 
day issued an upbeat report 
on Asian borrowers. 

While conceding that 
investors’ concerns about 
liquidity were legitimate, 
EBGA said fears of long-term 
insolvency were misplaced. 

Its optimism Is mainly 
based on the soundness of 
fiscal policy in most Asian 
countries, as well as the flex- 
ibility of their economies. 

In the worst case scenario, 
IBCA said, the potential cost 
of bailing out Korea's bank- 
ing system would be in the 


region of 10 per cent of gross 
domestic product. Even if 
such an event doubled the 
country's public debt to 
around 20 per cent of GDP, 
Korea would remain less 
indebted than any member 
of the European Union. 

IBCA also said the risk 
that the Hang Kong dollar 
would be dislodged from its 
peg against the US dollar 

Was minimal 

Every note and coin in 
Hong Kong is backed by at 
least an equivalent amount 
of dollar-denomlnated 
reserves at an exchange rate 
of HK$7m 


Croatia 
may delay 
offering 
in Pliva 

By Vincent Boland 

The government of Croatia 
ts due to decide in the next 
couple of days whether to 
proceed with an Interna- 
tional offering of shares in 
Pliva, the country's main 
pharmaceuticals group. 

Sources dose to the offer- 
ing said yesterday the gov- 
ernment was poised either 
to set an offer price for the 
secondary issue or to delay 
it until stock markets set- 
tled down further after last 
week’s turmoil. 

The share issue was origi- 
nally due to be priced 
yesterday. 

If the government pro- 
ceeds with the offering, a 
price is likely to be set early 
this week. Indications at the 
frhng of the issue's larnich 
last month, before global 
stock markets were hit by 
a wave of instability, 
suggested the offer could be 
valued at up to $28 0m. 

Shares In Pliva dived 
sharply on the Zagreb stock 
market in line with other 
bourses during the turmoil, 
however, and have only 
partly recovered. 

If the government decided 
to postpone the offering, it 
would only be a temporary 
measure to allow for a more 
settled market environment, 
the sources said. 

Demand for the Pliva 
issue, which would see the 
state effectively selling all 
its remaining 14 per cent 
stake in the company, is 
understood to be strong, but 
the climate for new issues 
from emerging markets has 
d e teriorated in the past 10 


Several bond issues from 
eastern Europe bave been 
postponed, while Bonton, a 
Czech entertainment group, 
postponed an initial public 
share offering. 


CAPITAL MARKETS NEWS DIGEST 


Central American 
bonds postponed 

El Salvador and Costa Rica have postponed debut • 
eurobond offerings in the light of continued market vola- 
tility. They had been set to follow other eurobond debuts 
from Central America this year - Guatemala issued 
5150m of 10-year bonds in July and Pa nam a launched 
5500m of five-year bonds in February. 

After last week's turbulence in the markets. El Salvador 
chose to delay its planned $300m debut, while Costa Rica’s 
mairfpn issue was also put on hold. However, Jeff Lubln, 
director of the emerging markets syndicate at CSFB. lead 
Tnnnagw of Costa Rica’s deal, said it was still possible 
that the $200m five-year offering would be made this year. 
"We will make a decision day-by-day." he said. 

Yield spreads have widened considerably on Central 
American paper In the past week. Panama's five-year 
bond. Issued at a spread of 175 basis points over US Trea- 
suries. ended last week at 340-350 points. Similarly, Gua- 
temala's Ji50m of 10-year bonds were yielding 340 basis 
points more t h a n Treasuries last Friday. 100 points wider 
th«n the launch spread. 

However, Stephen DeSalvo. managing director for 
emerging markets at BankBoston, lead m ana g e r of the 
Panamanian and Guatemalan issues, said: "We remain 
very bullish about the ftm , 1 gr 7 i, * nfg1s within the region.” 

James Wilson 

MUTUAL FUNDS 


Islamic investors targeted 

Citi Islamic Investment Rank, a subsidiary of Citicorp of 
the US, is launching a Luxembourg-listed mutual fluid 
aimed at Islamic investors. Two global equity portfolios, 
one each for institutions and retail investors, will be 
structured to enable Mamie investors to participate in 
world equity markets while investing only in companies 
meeting Islamic parameters established by the funds' own 
Sharia advisory board - whose role is to ensure compli- 
ance with Islamic practices. 

Stock selection will exclude companies with primary 
businesses related to liquor, pork, gambling, tobacco and 
firm nrini services, among other criteria. The fund aims to 


raise $ioom initially. The global market for Islamic bank- 
ing is estimated at about $80bn. Samer Iskandar 

GLOBAL LIQUIDITY FUNDS 


Launch by ABN Amro unit 

ABN Amro Asset Management, the UK fund management 
arm of the Dutch hank, is launching a range of global 
liquidity funds - a low risk alternative to cash deposits. 

The funds will allow free switching between US dollars, 
sterling, D-Marks, French francs and Dutch guilders. 
Unlike cash deposits, global liquidity funds do not have to 
be held for a pre -determined period. The funds aim to 
achieve returns in excess of one-week deposit rates on the 
interbank market Samer Iskandar 
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WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 


Nov 3 

Red 

Date 

Bid 

Coupon Price 

Bid Day ehgWkdig 
YWd yield yWd 

Month Year 
dig yW crig ytd 

Anatrda 

03/99 

10/07 

6250 101.7169 
10/000 129.0030 

452 

653 

+009 

+0/09 

-056 

+002 

+021 

-1-54 

-155 

Austria 

09/99 

7JU0 104.2500 

457 

+057 

-055 

♦031 

+058 


07/07 

5.625 99.5800 

558 

+0.03 

-002 

♦023 

-037 

Babkin 

04/99 

7.000 103.6100 

4>MJ 

+055 

-057 

♦022 

+054 


03/07 

1250 1 013300 

5.78 

+004 

- 

+029 

-033 

Canada* 

03/99 

4JH0 lOOJKOO 

355 

+0/03 

+014 

+019 

-0.13 


064)7 

7.2501115500 

552 

+055 

+007 

+002 

-080 

Denmark 

12/99 

6.000 1022700 

453 

♦004 

-008 

♦027 

+029 


11/07 

7.000 1060400 

8.17 

+052 

+053 

♦024 

-072 

Rntand 

01/99 

11/000 1075270 

455 

-053 

+057 

+028 

♦038 


04/06 

7J250 1095630 

5.78 

-053 

-054 

+026 

-077 

Ranee 

11/99 

7.000 1045200 

4/40 

+054 

-007 

+020 

+057 


10/04 

6.7S0 1000000 

553 

+055 

-053 

+025 

-0.14 


10/07 

5500 065300 

5.64 

+055 

-053 

+025 

-4L32 


10/25 

6.000 96.7200 

655 

+055 

♦052 

+024 

-058 

Germany 

06/99 

3500 96-8400 

456 

+005 

-008 

+022 

♦054 


07/04 

6.750 107.7700 

553 

+0.05 

-007 

+025 

-020 


07/07 

8.000 102.6600 

5.63 

+055 

-055 

+023 

-032 


07/27 

6500 103-2300 

655 

+054 

-051 

+022 

-056 

Valid 

04/99 

6550 1015600 

5^0 

_ 

-006 

+001 

-097 


08/06 

8.000 1125300 

6.10 

+054 

♦051 

+023 

-052 

Italy 

05/00 

6.000 101.4300 

558 

-054 

-0.06 

+0.10 

-154 


05/02 

BJS0 102J700 

557 

-0.01 

-053 

♦015 

-1.68 


07/07 

6.750 1045900 

6.15 

-052 

-051 

♦0.14 

-150 


11/26 

7.250 107.4800 

656 

-052 

♦003 

+058 

-257 

4epi 

06/99 

4500 1065600 

o>ie 

-052 

-051 

-054 

-038 


12/02 

4500 1 175900 

154 

- 

-003 

-013 

-0.63 


09AJS 

3.000 109.6700 

158 

- 

-054 

-017 

-054 


03/17 

3500 1157600 

2.47 

- 

-057 

-023 

-078 

||-H, « ■- 

IWNIIMWUJ 

06/99 

7500 104.7500 

455 

+053 


+027 

+0.72 


02/07 

5.750 101.0200 

5.60 

+054 

-004 

+023 

-026 

New Zeeland 

02/00 

6500 990947 

652 

+056 

-0.12 

♦023 

+052 


11836 

8 000 1085066 

6.65 

+0.13 

-010 

♦Oil 

-051 


01 <99 

9.000 1055200 

453 

+0.03 

+051 

+038 

-055 


01/07 

8.750 106.4600 

551 

♦051 

♦003 

+022 

-058 

Portupel 

03/99 

8500 1045500 

5.12 

♦058 

♦0.01 

+023 

-153 


02/07 

6525 104.0200 

6.04 

♦002 

+051 

♦020 

-151 

Spain 

07/99 

7.400 104/0483 

*. 88 

♦054 

-055 

+021 

-1.79 


03/07 

7-350 1095665 

6JB 

♦004 

♦054 

+026 

-1.76 

Baeadew 

01/99 

11500 1065780 

5. 12 

♦004 

-054 

+038 

-030 


08/07 

8.000 1115240 

640 

+053 

♦0.02 

+4L45 

-15S 

tMadaod 

03/39 

4/000 1035500 

2/OS 

♦053 

-0.12 

♦0.41 

♦040 


06/07 

4 500 107.1200 

351 

♦0.04 

♦051 

+021 

-029 

UK 

08/99 

6500 985313 

659 

+055 

-004 

+009 

+029 


11/04 

8.750 100.7500 

651 

+003 

- 

+058 

-055 


1207 

75S0 104.0750 

656 

+004 

+052 

+039 

-154 


06/21 

6.000 11750B3 

650 

+053 

+052 

♦023 

-1/44 

US* 

07/99 

5575 1002270 

5.73 

♦0.00 

♦Oil 

♦051 

-054 


05AM 

7250 1072340 

550 

+006 

♦052 

-059 

-021 


06/07 

6.125 101.8880 

559 

♦006 

-051 

-Oil 

-0/49 


08/27 

6575 1025280 

650 

♦055 

-003 

-an 

-046 

ECU 

03/99 

5500 1005400 

4.71 

+0.0* 

-054 

+023 

+041 


04/07 

5500 875700 

5.79 

♦053 

-054 

+022 

-057 


LfldMi drain. "Now Vo* mkktl), Sourt* hMKM OMB/FT ta to mitifcm 

YWds. Local now mmamt/AmEtiMa yMd ban. YWds anoitn tar Rtiy stiucta menhtittin 
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40 YEAR BENCHMARK SPREADS 


Nee 3 

Od 

Yield 

Sorted 

Bunds 

Spread 

T-Bonds 


Bd 

YMd 

Spraed Spread 
*a vs 

Bunds T-Sonda 

Amo ata 

6.03 

•040 

•an 

NewZtabnd 

659 

♦152 

+073 

Arcana 

556 

+055 

-024 

Nnvay 

551 

♦016 

-Oil 

Belgium 

5.7S 

♦015 

•014 

Portugal 

654 

+041 

♦012 

Canada 

552 

-0.11 

-040 

Sps* 

652 

-0/3B 

+010 

Denmark 

51? 

♦054 

•025 

Swodon 

040 

+077 

♦0*6 

Frtand 

5.91 

♦018 

-Oil 

Mtarleid 

350 



France 

554 

♦OCT 

-026 

UK 

656 

+095 

♦068 

Gemiany 

563 

- 

-029 

US 

5 .91 



Wand 

6.09 

♦046 

♦017 

ECU 

5.78 

+0.16 

-013 

Italy 

015 

♦ass 

♦023 

Source: WtracBre Oera/FT 


Japan 


-355 

-424 

London doting. 
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-053 
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EMERGING MARKET BONDS 
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SAP 

BU 

BU 

chge 

chg* 

vs 

Nov 3 

date 

Coupn 

Rattig 

pnee 

ytald 
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US 

■ EUROPE 





"* • ; 

•. - 
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Croatia 

02/02 

7.000 BBS- 

95.5270 

825 

♦007 

+120 

+2A7 

Pound 

07/00 

7.750 B8B- 

103.3568 

6.33 

-025 

+004 

+050 

Russia 

1U01 

9.250 

BB- 

95.B9SB 

1020 

-024 

+2£B 

+4*4 

■ LATH AMERICA 







Argentina 

01/17 

11.375 

BB 

94 5094 

12.0S 

+058 

+2.78 

+000 

Brazil 

11/01 

&B75 

BB- 

100.5366 

8.71 

+0.06 

+1.00 

+225 

ModcQ 

01/07 

9.873 

BB 

99.6451 

BS3 

+054 

+1S3 

+421 

at ASIA 









China 

07/06 

7.750 BBB+ 

101J873 

7.44 

-0.03 

+055 

+1J3S 

PhBppinos 

10/16 

8.750 

BS+ 

88.0064 

10.19 

+022 

+1.53 

+4.15 

ThaSand 

04/07 

7.7S0 

A- 

88.8820 

9.94 

+0.06 

+225 

+402 

■ AROCAABDDUEEAST 



. re*-'..'' 


* 


Lebanon 

07/00 

B.125 

BB- 

102.7634 

7.93 

+0X6 

+0.33 

+9.10 

South Africa 12/99 

9.625 

BB+ 

1052291 

821 

-0.71 

+029 

♦123 

Turtoy 

05/02 

10000 

B 

07.7377 

1082 

+045 

+227 

+4*4 

■ BRADY BONDS 
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Argantfia 

03/23 

5J00 

BB 

662187 

9.50 

+050 

+1/40 

+037 

Brazil 

04/24 

5250 

BB- 

87.1753 

924 

+004 

+097 

+3.10 

M6M0Q 

12/19 

6250 

BB 

81^727 

021 

+0.04 

+033 

+124 

Venazuela 

03/20 

6.750 

B+ 

63.1940 

8/43 

+004 

+080 

+224 
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BOND FUTURES AND OPTIONS 
France 

■ NOTIONAL FRENCH BOND FUTURES (MATlFj FFtSQQ.000 

Open Sett price Change 
Dae 9EL82 88.68 -030 

Mar 8020 98.14 -032 

Jun 87.96 87.72 -030 

■ U3NQ TERM FRENCH BOND OPTIONS (MATIFJ 


US CORPORATE BONDS 


INTERNATIONAL BONDS 


Mm 3 


Rod sap 

data Coupn Rating 


Day’s Mtti's Sprd 
Bid BU chge edge v 
price yMd ytd ytd Govts 


rtgh 

LOW 

Eat voL Open M. 





• ^ — >. .•/! l«.5. .IS.., - 

9094 

9626 

58239 

105,843 

Pac Bel 

07/02 

725 AA- 104.1306 

821 

+021 -0.10 +02D 

8040 

98.14 

1238 

8274 

NY Tel 

08/25 

720 At 904470 

7.12 

-022 -008 +098 

9796 

97,96 

2 

- 

CWE 

□5/08 

aoo BBS 1009431 

079 

-021 -012 +097 


Strike 

Price 

Dec 

- CALLS - 
Jai 

Mar 

Dec 

~ PUTS - 
Jan 

Mar 

97 

120 

. 

. 

013 

. 

075 

98 

029 

026 

126 

032 

072 

1.13 

99 

041 

- 

079 

073 

- 

1.64 

100 

0.12 

- 

044 

1/44 

- 

- 

101 

003 

005 

022 

224 

- 

- 


Eat wL Btt, Ufa l&azfl Ho linn. Previous day'll open tat, CTOs 73,180 no 33.533 . 

Germany 

■ NOTIONAL GERMAN BUND FUTURES (LIFFE)- DM250.000 lOOths of 100% 



Open 

Sett price Change 

High 

Low 

EoL voi Open M. 

Dec 

102.69 

102.45 -0-37 

102.69 

10232 

142809 

269743 

Mar 

101.78 

101.73 -036 

101.78 

10125 

993 

11090 

■ BUND 

FUTURES OPTIONS (LFFEJ DM250200 points of 100% 



Strike 

Price 

Dec 

Jan 

CALLS - 
Feb 

Mar 

Dec 

Jen 

PUTS — 
Feb 

Mar 

10900 

076 

065 

037 

122 

031 

022 

1.14 

129 

102S0 

0/47 

045 

0.65 

020 

052 

122 

1.42 

127 

10300 

026 

029 

048 

O.BZ 

0.81 

1.56 

1.75 

129 
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financial times 


TUESDAY NOVEMBER 41997 


CURRENCIES AND; MONEY 


Dollar recovers with stock markets 


markets report 


By Simon Kupw 

The dollar and most 
emerging markets curren- 
cies rose yesterday as the 
world’s stock markets expe- 
rienced another day of recov- 
ery from last week's fall. 

The $3Qbn-$40bn interna- 
tlonal economic rescue pack- 
age far Indonesia impressed 
Asian markets, and Hong 
Kong’s Hang Seng stock 
index rose nearly 6 per rwit 
That set off a virtuous cycle 
in stock markets around the 
world, and money flowed 
back out of last week’s safe 
haven currencies, the 
D-Mark and the Swiss franc. 

The D-Mark suffered fur- 
ther after Hans Tietmeyer, 
Bundesbank president, and 
Ernst Welteke, one of the 
bank's council members, 
suggested that European 
interest rates would rise !<«« 
sharply than the market 
expected in the run-up to 
European monetary rm ^ ri n 


Mr Tietmeyer said the rea- 
son for the recent rise in the 
German repo rate to &80 per 
cent was' to avert Inflatio n 
There was no need to raise 
rates simply to achieve con- 
vw geuce ahead of Emu.- Mr 
Welteke, a known dove, said- 
that at the start of Emu 
rates were more Mkely to be 
about JL5 per cent than 4*2 
per cent, the latter being 
more or less the present 
European average. 

The market shrugged off a 
strong reading in the tTS 
National Association of Pur- 
chasing Management's . 
industrial act i v i ty index for 
October. .The NAPM's price 
index rose for the fourth 
month in a row. . 

In London trading y ester- . 
day the dollar rose L5 pfen- 
nigs against the D-Mark to 
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-1X770 

TX735 
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1X749 

.1X713 
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1X871 
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1^25- 

1X491 


DM1.736,.. 1.9 \ centimes 
against tie. Swiss franc to 
SFri.415, and Y05 against 
the yen to 332Q-& - The yen 
fell after' Sanyo Securities 
became the first Japanese 
brokerage since the war to 
fiie fOr ‘-bankruptcy protec- 
tion. That revived fears for 
Japan's financial sector. 

The pound rose 2.6 pfen- 
nigs to DM2.912, buoyed by 
the dollar and by a strong 
UK .purchasing managers’ 
index , for October. The PMI 
showed that Europe’s eco- 
nomic recovery was starting 
to relieve UK exporters hit 

by the strong pound. 

The Indonesian rupiah 
soared from Ep 3605 against 
the dollar to Bp 3120/8220. 
.Attacks on the Brazilian 
Greek currency pegs eased: 

■ Currency strategists noted 
rtint the dollar has recovered 
by less than global stock 
markets in recent days. Bob 
Hayward, economist at Bank 
of America in London, said: 
“People are still nervous 
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that we can come back 
tomorrow meaning and find 
that the Brazilian market 
has dragged the US wwi-kg* 
down another couple of hun- 
dred points.” 

But Marc Chandler, senior 
currency economist at Deut- 
sche Morgan Grenfell in 
New York, said that the. 
forex market mi ght soon be 
able to give up its week-long 
tracking of equities. 


■ The UK apparently plans 
to join Emu in about 2002. 
But it has no intention of 
reentering Emu’s antecham- 
ber, the European exchange- 
rate mechanism, Gordon 
Brown, file chancellor, said 
this weekend. 

- Mr Tietmeyer responded 
yesterday that if the UK 
wanted to join Emu, “it must 
have participated in the 
ERM for two years.” 

Currency strategists say 
there could be a compromise 
whereby the UK keeps the 
pound stable before entry, 
but does not rejoin the ERM. 
an acronym with unhappy 
memories for British voters. 

However, even if the UK 
does manage to stay oat of 
the ERM, merely beeping its 
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currency stable around its 
Emu entry rate could entail 
the pound moving sharply 
beforehand. Sterling is 
expected to join Emu at an 
exchange rate below its pres- 
ent level. The pound could 
therefore fell to that level as 
early as 1999. when ERM 
Mark n is expected to start 
Mr Brown on Sunday also 
repeated a puzzling state- 
ment he had made in the 
spring. “I want a strong, 
competitive pound over the 
medium term,” he said. Most 
economists think you 'can 
have a strong pound or a 
competitive pound, but not 
both at the same tinn» 
Initially, his comment 
boosted the pound, as trad- 
ers fixed on the word 
“strong”. But the Treasury 
said later that sterling policy 
had not changed. The phrase 
“strong; competitive pound” 
seems to be Mr Brown’s way 
of saying that he wants the 
pound to fall but then to 
remain stable at a lower 
level. 
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814 

Finland 

PM) 

5X120 

(FH) 

B240D 

+0X877 364 - 446 

9.7B88 

9X070 

9.7005 

3X 

oxaofi 

3J 

64415 

3.1 

105X 

Am 

(FFtl 

5X080 

(DM) 

39115 

+OX2S3 102-128 

2X174 

2X950 

2X022 

3.7 

2X851 

■ 3.6 

9X790. 

3X 

103X 

Germany 

(PM) 

1.7382 

W 

456295 

+0.153 042 - 548 

459X57 454X06 457.773 

-3X 

mum 

-ax 

470062 

-3X 

65.7 

Greece 

m 

272X90 

(S5 

1.1227 

+0X08 216.- 237 

. 1.1244 

1.1172 

1.1216 

OX 

1.1197 

i.i 

1.10GB 

IX 

87X 

batata 

m 

14038 

W 

2881X6 

+17.45 988 - 343 

285728 

2838. BB 280073 

04 

284078 

07' 

2800X7 

IX 

78.1 

taty 

M 

170045 

PJD 

80X702 

+015278 787 -218 

601320 53.7220 

56X013 

34 

56X577 

34 

582923 

ax 

1022 

LUMsnboug 

(U+) 

35X200 

flHI 

32781 

+0X237 787 - 70S 

3X871 

3X850 

3X076 

3X 

3X479 

3.7 

21781 

3.1 

10TX 

Netherlands 

(HJ 

1X548 

(NKO 

11X456 

+0-1063 403 - 909 

11X737 

11J231 

11X112 

3X 

11X502 

22 

11X275 

27 

SOX 

Norway 

(NKr) 

7X838 

(&») 

287X97 

+2X68 625 - 270 

2BBX47 

294X40 

296X56 

IX 

295X1 

2X 

200447 

22 

61X 

Portugal 

(Brf 

177.180 

(HO) 

245X82 

+2.128 725 - 039 

246X10 244X60 245A57 

2.1 

244X56 

22 

240288 

23 

77X 

Spam 

(Pto) 

146X20 

CSKr) 

12X725 

+0.1222 628 - 821 

12X824 

12X864 

12X432- 

ZX 

i?mre> 

26 

124231 

20 

. BOX 

Sweden 

(SKI) 

7X508 

(8H) 

2X733 

+0X317 718 - 747 

2X778 

2X521 

2X634 

5.5 

2X413 

54 

22587 

4X 

107X 

Switzerland 

(Sft) 

14152 

B 

- 

- 

- 

- 

- 

- 

- 

•- 

- 

- 

1028 

UK 

■ n 

1X770 

- 

1.4757 

+0X106 746 - 767 

1.4781 

1.4672 

1X722 

2X 

14654 

28 

1.439 

25 

- 

Ecu 


1.1365 

- 

120038 

- . 

- 

- 

- 

- 

■ 

- 

- 

- 

. 

SORT 

- 

0722742 

(P*sa^ 

1X767 

+0X008 762 - 772 

.1X776 

1X703 

. 



. 

• ; 


. 

Amufcas 

AigenUna 

(Paso) 

0X908 

(RS) 

1X400 

+0X003 483 - 496 

1X506 

1X429 

- 

- 

- 

- 

- 

- 

- 

Brazil 

|RS) 

1.1028 

(CS) 

2X543 

-0.0084 531 - 554 

2X629 

2X465 

2X474 

OS 

2X348 

ax 

22908 

27 

834 

Canada 

(CS) 

14039 

i Peso) 

13X260 

-012926 808-726 

14X239 

13X917 

13X498 ■ 

-107 

14J068 

-107 

15.1708 

-27 

. 

Mexico (NowPeao) 

8X450 

A 

1X779 

+0X001 785 - 775 

1X787 

1X713 

1X75 

14 

1.8706 

IX 

1X532 

14 

104X 

USA 

(S) 

. 

i East/AMca 
(AS) 22516 

-0X274 500 - 531 

2X834 

2X327 

2X472 

2.3 

2X373 

24 

22973 

23 

894 

PadOc/HkfiflB Eaat/AHca 
AustraBa (AS) 14022 

(HKS) 

12X718 

+0X1 B61 - 771 

12X614 

12X342 

12X456 

11.7 

13.1883 

-6.1 

134113 

-34 

- 

Hong Koto 

WO) 

7.7350 

W 

61X068 

+0X263 441 -694 

61X710 

60X930 

4 

- 

■- 

- 

- 

■ ■ 

- 

Inda 

<F*«» 

38X785 

(Shk) 

5X183 

-OX11B 112-254 

5X454 

5X110 

- 

- 

■ 

- 

- 

- 

- 

brad 

(SMI) 

3X291 

(7) 

202X65 

+0X84 437- 692 

202.700 

200610 

201X1 

08 

199.135 

6X 

IS® .595 

84 

126.1 

Japan 

<Y> 

120790 

(MS) 

5.4088 

-02088 992 - 183 

5X339 

5X868 

341B6 

-22 

54425 

-25 

5X884 

-ax 

- 

Mriaysta 

(MS) 

3X253 

(NZS) 

2X516 

-0X368 483 - 539 

2.7133 

2X337 

2X533- 

-07 

2X558 

-0.B 

2X629 

-04 

1003 

New Zeeland 

(N2S) 

1X812 

Peso) 

58X305 

-02889 452 - 758 

59X654 .504188 59X183 - 

-iax 

609961 

-13X 

88X475 

-124 

- 

PhCppinaa 

(Peso) 

35X000 


+01056 174 - 217 
+OXI2S0OO-4O0 
+00576 075 -035 
+©0447 005 - 145 
+OXG2 070 - 090 
+0X151 353 - 364 
+OX7S 020 - 160 
-0X106 928 - 948 
+103 990 - 100 
+0X125 000-400 
+0X141 546 - 550 
+OXB3 625 - 646 
+142 110 - 210 
+1X8 570 - 670 
+0X724 531 -601 
+0X168 148-156 
+0X001 766 - 775 
-0X081 360-389 


Day's odd 
Htfi low 

12X670 12.1460 
35X400 35X010 
6X330 65646 

5X329 S.1B15 

8X382 5.7789 
1.7430 1.7255 

274.750 271740 
1.4890 1,4900 

1708X0 1893.00 
35X400 35X910 
1X645 1X480 

7X039 
176X10 
145X30 
7X200 
1X015 
1X713 
1.1323 


One month 
Rate %PA 


Three months One year JJ» Mogan 
Rata %PA Ran MPA Max 


7X975 

178.190 

147.160 


1X203 

1X787 

1.1400 


12.1986 

21 

12.1571 

20 

120071 

1.7 1024 

35.7853 

IX 

35X44 

20 

35X04 

1.7 1024 

8X682 

IX 

6X787 

IX 

8X175 

14 

104.1 

5X02 

23 

5.1B43 

2.1 

5.129 

IX 

81.1 

5.7972 

22 

50755 

22 

5.702 

IX 1054 

1X33 

22 

1J267 

22 

1.7040 

IX 1032 

273X85 

-5X 

275X05 

-SX 

284X25 

-4X 

6SX 

1.4929 

0.7 

14923 

04 

14671 

-OX 

- 

1702.19 

-IX 

1704X3 

-OX 

1867X8 

OX 

75X 

35.7693 

IX 

35X44 

20 

35X04 

1.7 1024 

1X51 

2X 

1X430 

2X 

1X194 

IX 101X 

7X521 

20 

7X324 

IX 

8X621 

14 

98.7 

177.13 

OX 

17GX33 

ox 

17544 

IX 

624 

148X66 

05 

148X75 

07 

145.14 

IX 

76X 

7X486 

IX 

7X345 

IX 

7X036 

07 

86.1 

14105 

3X 

14012 

40 

1X837 

3X 107X 

1X75 

14 

1X706 

IX 

1X532 

14 102X 

1.1377 

-IX 

1.14 

-IX 

1.1499 

-IX 

- 


0X996 0X998 
1.1036 1.1024 

1.4085 1.4025 14015 2.1 


1X257 1X957 1X014 07 

7.7370 7.7310 7X225 -13X 
36X050 38X500 
3X482 3X213 

120X70 119X50 120X4 5X 

3X480 3X030 3X358 -3X 
1X1B3 1X783 1X843 -24 


(SR) 6X900 -0X011 878 - 925 8X981 8X897 IX 6X687 IX 8X168 IX 

(S3) 2X880 -0X518 835 - 8B4 2X412 2XB16 2X845 07 2X799 IX 2X425 1.7 

(R) 8X245 -0X456' 195 -294 8X822 8X022 30778 -7X 3174 -7 X 35483 -OX 


Saudi Arabia 
Singapore 
9m4h Africa 


South Korea [Won] 162369 +6X2 587-751 1628X0 161377 ' 


(SR) 

PS) 

n 


8.7512 37500 3.7512 -31 
1X740 1.5410 1X45 -2X 

4X160 4.7810 4X237 -97 


1X971 IX 1X829 IX B2X 

axm -12X 318 -11X 

- 106X 

1X988 IX 1X881 IX 831 

7X85 -73 311 -4X 


11314 5X 114X45 5X 1274 
3X588 -42 3X803 -JX 

1X807 -22 1X065 -17 

38X39 -152 40.1835 -14X 
37519 -0.1 3.755 -31 

1X44 -OX 1X36 34 

4X946 -32 3172 -8.1 


Taiwan 

Thailand 


(T^ 32X753 +3497 286 - 219 534228 52X220 52X279 1.1 52X424 IX S1X11B 39 
(B5 68X732 -31217 688-775 687790 63X740 68X844 -02 630249 -2X 71X925 -47 


t RMaa far Oot 31. Bfaflflar aid) ti On pound 8pot fbU daw only ttw It thnw dacha! Blame- F crvurd retoa am not dfceclly iym»d io fta row+M bur 

10BO ■ ML Ma rebemd 14HK. Bfct Ofcr and 

Bomm +oiuw am muntal by aw F.T, 


I by curart Herat rare, toetig Mei (factored by 0w ta* of 
■MW »i bMh are and S» Dntor SpottobH detract Iran 1MB JMMtEUTCB CLOSrea i 
T lMaManga raaa yiM krNa ttoto wvebo aaMto on Vm tatefaa MyeMraraFTreNe 


3.7508 -0X008 504-511 
1X420 -3031 410 - 430 
47850 -0X275 835-865 

South Korea (Won) 97QX00 +57 800 - 200 970200 964.700 

Taiwan 
Poland 

t 80R nto par 9 lor Oet 31. HdMfar apraadB in the DaBar Spot table allow only no laat dime dadnto ptacss. Forwent mu am net toreedy 
quoaad to tha market bur an Hftota by cunart Hum retac. UK, batata 6 ECU are Quoted In US cimancy. JJ>. Morgan nominel kaaeea Cu 
31; Bean n w a ga 1000.100. 

Pia axebanga otto prtaad In ihk table wa dao oalabia on lha koamat at bttpeffwwwJTjioni 


(T9 31X315 +32945 180-600 31X560 339950 31X425 -04 
PJ 439500 -0X75 000 - 000 41.1000 38X000 41X075 -1.7 


31X64 -34 31X44 -34 
41X1 -3X 4345 -31 rtf 


WORLD INTEREST RATES 


-HONEY RATES 

Nmnfcar 3 . Ovw 

right 


Three 

mths 

Six 

mths 

Ona 

ywr 

Lomb. 

Mar. 

Os. 

rata 

Repo 

rata 

Balkan 

33 

33 

33 

35 

K 

8X0 

275 

- 

Pams* 

a- 

3B 

3% 

s * 


3X0 

- 

4.75 

Qanmny 

33 

« 

33 

3% 


4X0 

2X0 

axo 

■rate* 

6’4 

6K 


03 

5% 

• 

- 

075 

My 

s 

«! 

S& 

6* 

s 

7.75 

8X5 

6X2 

Netherlands 

33 

3S 

33 

38 


- 

275 

3X0 

Switzerland 

14i 

1H 

13 

2 

21 

- 

1.00 

- 

US 


S3 

53 

SM 

5% 

• - 

5X0 

- 

Jtotan 

i 

3 

II 

A3 

i 

3 

- 

050 

- 


5£ 

5V 

62 

52 

- 

- 

- 

5.44 

548 

5X5 

5.70 

- 

- 

- 

4 ; 


4£ 

4£ 

- 

- 

- 

3% 

3% 

32 

33 

- 

- 

- 


■ $ UBOR FT London 
Interbank Ffadng 
US DoBar CDs 
ECULMwdDa 
SORUnkad Da • 

* UBQR bwbank ftdng raaa ara oMerad rotas far tlOm quoad to Oa nartM by tour 
mtwenn tanks M 11m wt wortang day. The tanke tot Otokere Tnjet, Bank ef Tokyo 
MtaubbN, Ueays end Nodanal Wtob ikHMi . 

MU mto are stKwn tv M domoilc Mmy Rase, USt CO+. BQJ B S0R Unksd Dquals (M. 

EURO CURRENCY INTEREST RATES 

Nov 3 Short 7 days One Three Six 


Ona 


nodes 


month 


months months 


Belgian Franc 

3 a 

-3fi 

3% ■ 

-3% 

3% 

■3% 

Sh 

-3% 

4 - 

38 


4£ 

Danish Kirara 

3% ■ 

■3 a 

3K 

■30 

3% 

■3% 

4 - 

3% 

4% 

■4 i 

4* 

4}] 

German Mak 

3% 

■3% 

3 li 

■3% 

3% ■ 

3B 

3*1 

■ 3% 

3U 

■3% 

4A 

312 

Dutch Gtider 

3*2 ■ 

•M 

3B- 

■3)i 

311' 

3ti 

3% 

■31! 

3% ‘ 


4* 


French Franc 

3A 1 

■ 3% 

3 it 

313 

3%. 

■3B 

311 

-3A 

3U 

■312 

4 i 

3JJ 

Prafciguese Esc. 

SB' 

■5lj 

5B 

5*2 

51s 

■SB 

5U 

■54 


■ 5A 

5 i 

5j^ 

Spratoh Peseta 

5\ 

•HI 

5A 


5V 

5A 

51. 

-SiV 

g ■ 

-•>8 

4» 

43! 

Storing 

7fa ■ 

■7% 

7fa ■ 

■71, 

7«4 

• 7A 

7,’, 

■71* 

7i3 

•722 

7l 2 

7A 

Swiss Franc 

2 - 

1>2 

Ifi ■ 

-1A 

Ifl 

- IB 

m 

-112 

2A 

■2i‘i 

2A 

ZA 

Cwtarian DoBar 

Sft 

■ 3*2 

3H • 

3» 

3H 

3fi 

sm 

- m 

4l» 

- 4 

4A 

4A 

US Dear 

SS 

5% 

5%- 

■5»2 

5%. 

■SA 

m 

■ 50 

SB 

■ 5fi 

58 

511 

Italian Lira 

B% ■ 

■ BiJ 

«3 

■B% 

65. ■ 

-6% 

05* 

■0B 

« 

-B& 

5S 

5H 

JBpwtow Yen 

h- 

B 

B- 

■13 

] s ■ 

% 

& 

■h 

B 

■13 

h 

A 

Aston SSing 

2h ■ 

■2% 

3%. 

3% 

4 - 

3% 

4 - 

8% 

4 - 

3% 

4 - 

3% 


Short tarn cam ere cal tar toe 

■ THRU MOUTH POOR 


US Dolor and Yap, mhere; two daya' notice. 

(MATffJParts I n tartank odered rata 



Open 

Sett price Change 

Hgh 

Low 

Est vol 

Opan tat 

Dec 

96X3 

66X3 

-0.02 

S6X5 

96X2 

11X91 

46.125 

Mar 

95X5 

65X5 

-0X3 

95.99 

95.94 

7.695 

47X66 

Jifi 

95.73 

85.72 

-0X1 

95.74 

95.71 

3X85 

- 

■ THREa MOtfTH EUROaUUIK FUTURES (UFFET DM 1m points Of 100% 


Open 

Sett price Change 

Hgh 

Low 

EsL vol 

Open ire. 

Dec 

96X6 

antra 

•OX4 

96X6 

96X3 

34682 

316030 

Mar 

96X0 

95X9 

-0.04 

96X2 

95X8 

24173 

325540 

Jim 

95.75 

95.76 

•OX4 

65.78 

95.74 

27063 

268757 

Sep 

95X0 

95.57 

-OX4 

95X0 

95X4 

18060 

195824 

■ ONE MONTH EURO MARK FUTURES QJFFE)' CM3m points of 100% 


Open 

Sen price Change 

Fbgh 

Low 

EsL vri 

Open InL 

New 


9646 

-0.02 



0 

148 

Dae 


96X2 

-OX2 



0 

6108 

Jan 


66X0 

. 



0 

200 

Feb 


96.18 

- 



0 

50 

■ THREE 

MONTH 

EUROUR4 

. FUTURES (UFFET LI 000m potato at 100% 


Open 

Sen price Change 

hflOh 

Low 

EsL vol 

Open InL 

Dee 

93.71 

93.72 

+0.02 

93.75 

93.71 

13343 

107158 

Mar 

94.43 

84.46 

+0X13 

94.49 

B442 

11022 

105838 

Jun 

94.60 

94.92 

+OX3 

94,97 

94X0 

9821 

106297 

Sep 

95X1 

95X5 

+0.02 

95X9 

66X1 

3465 

64682 

■ TM^E MOHTII EURO SMBS HUHC FUTUREI UFFE) SFrlm poHs of 100M 


Open 

Sett price Change 

hflgh 

Low 

Eat. wri Open Ira. 

Dec 

86X4 

97.99 

-0.06 

98.04 

97X7 

5757 

77325 

Mar 

67X3 

97X0 

-OX6 

97.83 

97.77 

4626 

49618 

Jun 

97X1 

97X8 

-0.06 

97X2 

97X6 

1338 

32888 

Sep 

67.42 

97X9 

-OX6 

9742 

97X6 

400 

18835 

M THREE MONTH EUROYEN FUTURES (UFFE) YlOOm prints erf 100% 


Open 

Sett price Change 

High 

Low 

EsL uri Open let 

Dec 


9948 

- 



0 

na 

Mar 


9048 

+0X1 



0 

na 

Jun 


99.43 

- 



0 

na 

■ THREE MONTH ECU FUTUHBB (UFFE) Eculm prints of 100% 



Open 

Settprioe Change 

Hgh 

Low 

EsL uri Open InL 

Dae 

95.37 

95.39 

. 

85X8 

85X6 

1431 

10132 

Mar 

9529 

95X0 

-0.02 

95X0 

95X8 

147 

6366 

Jun 

95X6 

95X6 

-0.02 

95X6 

85X6 

13 

5912 

Sep 

95.19 

95X0 

-O.Q2 

85.19 

95.18 

108 

6576 


* UFFE^futares also oadad on APT 

■ EUAOURA OPTfONS-flJFFE) LI 000m points erf 100% 


Strike 


- CALLS - 



- WITS - 


Price 

Dec 

Mar 

Jun 

Dec 

. Mar 

Jun 

9350 

0X8 

0X9 

145 

0.06 

0X4 

0.03 

9975 

0.12 

0.76 

1X1 

0.15 

0.06 

0X4 

6400 

0X4 

0X5 

0X6 

0X2 

0.10 

oxq 

Eta. vcL tow. Cato 3=02 Pub 2142. Previous dark open ml, Cato zanoa Pun 11BS37 




M“ ' - ’ '• 

t/.-r 

■rr. 

■ 

■ 


4fcs-'‘ 

*+■ 






CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS lUTES 

Nov 3 BFr DKr FTT 


DM 


NKjr 


PM 3Kr 


CS 


Belgium 

(BFr) 

100 

1845 

16X1 

4X47 

1X66 

4747 

5457 

19.72 

494X 

409.3 

21.10 

3X51 

1X65 

3X19 

2.782 

337X 

2458 

Denmark 

(DKr) 

54X0 

10 

8.780 

2X27 

1X13 

2573 

2X56 

10X8 

268.1 

221 X 

1143 

2.141 

0X02 

2.124 

1X13 

1828 

1X31 

France .. 

(FFt) 

■ 61.57 

11X8 

- 10 

2X69 

1.153 

2928 

3X86 

•12.18 

. 305X ' 

2524 

13X1 

2437 

1X27 

2417 

1.722 

206.0 

1X15 

Germany 

(DM) 

20.03 

3X06 

3X45 

1 

0X68 

9794 

1.128 

4X68 

” 102X" 

8445 

4X52 

0X15 

0X43 

0809 

0X78 

68X7 

0807 

Ireland 

(SO 

53.51 

9X72 

aeTB 

2X94 

1 ' 

2540 . 

y, pan 

1055 

264.6 

2100 

11X9 

2.114 

0891 

2X97 

1.494 

1804 

1X14 

Italy 

w . 

. 2.107 

0X89 

0X42 

0.102 

0039 

100 

0115 

0415 

1042 

8X22 

0444 

0X83 

0X35 

0X63 

0059 

7.103 

0052 

Nettwriorato 

P=? 

1BX2 

3X81 

2X71 

0886 

0X42 

8809 

J 

8.513 

90X3 

7SX1 

3X68 

0724 

0305 

0718 

0X12 

61 J9 

0450 

Norway 

(NKr) 

san 

9X98 

BJJg 

2.458 

0X48 

2407 

2.787 

10 

230X 

207.6 

1070 

2.004 

0844 

1X88 

1416 

171 X 

1248 

Portugal 

(Ea) 

20X2 

3.730 

3X78 

0980 

0X78 

959X 

1.103 

3X87 

100 

82.76 

4X65 

0799 

0X87 

0792 

0564 

68.18 

.0467 

Spain 

(Png 

2443 

4X07 

3X61 

1.184 

8457 

1180 

1X33 

4X18 

1206 

100 

5.154 

0X65 

0407 

0X5B 

0682 

82X8 

0600 

Sweden 

(SKi) 

4740 

8.746 

7X86 

2X98 

0886 

2250 

2X87 

9X48 

2344 

194X 

10 

1X73 

0789 

1X58 

1X23 

1508 

1.164 

Switzerland 

(SR) 
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COMMODITIES AND AGRICULTURE 


Big wheat harvest boosts Bulgaria 


By Kerin Hope m Athens and 
Theodor Troev in Sofia 

A bigger than expected wheat 
harvest has boosted Bulgaria's strug- 
gling economy and revived hopes 
that regular exports can be resumed. 

Favourable summer weather 
helped raise wheat output to 3.7m 
tonnes, the highest since the col- 
lapse in 1991 of Harm co-operatives 
responsible for cereal production. 
Under communism, the wheat har- 
vest averaged 5m tonnes, with 
exports at about 500,000 tonnes. 

Last year's disastrous harvest of 
only lJ8m tonnes triggered an eco- 
nomic and financial crisis in Bul- 


garia. Illegal wheat exports by Bui* 
garian trading groups sent prices 
soaring on the local market, while 
the cash-strapped government 
resorted to barter deals in order to 
finance wheat imparts. 

The government earlier this year 
forecast a shortfall of about lm 
tonnes following torrential r ains in 
wheat-producing areas of northern 
Bulgaria. However, Vents islav Vur- 
banov, agriculture minister, now 
says the final figures show a surplus 
of 100,000 tonnes, of which “about 
half is of export quality". 

"Good weather through late sum- 
mer meant harvesting could con- 
tinue later than usual We also lifted 


import duties temporarily on com- 
bine harvesters, leading to pur- 
chases enabling farmers to get in 
more of the crop," he said. 

The average Bulgarian farmer 
owns less than 2.5 hectares of land, 
although several big fanning groups 
in north-eastern Bulgaria, the main 
wheat-growing region, have 
increased their holdings to more 
than 1,000 hectares by leasing land 
from relatives and neighbours. 

However, wheat production Is 
likely to benefit from a land reform 
package approved by parliament ear- 
lier this month. The measures are 
designed to promote investment in 
the farm sector, by providing for the 


leasing of unlimited amounts of land 
and by permitting foreigners to buy 
agricultural land in joint ventures 
with Bulgarian partners. 

About 70 per cent of the JLSm hec- 
tares of land made available to pri- 
vate fanners has been distributed to 
pre-co mmunis t owners and their 
descendants. So far. only 18 per cent 
of owners have received permanent 
■titles to their holdings, but Mr Vur- 
banov says the remaining titles will 
be Issued by the end of next year. 

“Once all titles are official, there 
will be a rapid process of cansolida- 
. tion of holdings, as well as the entry 
of north European fanners to the 
sector," he adds. 


Sakhalin pins hopes on oil and gas 


W hen the Russians 
first occupied 
Sakhalin, a hostile 
■ihaman from the indigenous 
Gilyak people is said to have 
cursed the invaders, warning 
that no good would ever 
come of their presence on 
the island. 

Generations of long- 
suffering Russian inhabit- 
ants might think he had a 
point. Over the past two cen- 
turies. the remote island has 
endured the brutality of 
Tsarist prison camps, spo- 
radic skirmishes with the 
Japanese, and a succession 
of devastating earthquakes. 

Even the collapse of the 
Soviet Union only deprived 
the island of central subsi- 
dies, plunging much of the 
population into poverty. 

However, Sakhalin has 
also been blessed with prodi- 
gious natural resources, and 
that holds out hopes of a 
prosperous future. The vast 
off-shore oil and gas fields, 
east of Sakhalin, could 
fuel a large part of Asia's 
energy needs early in the 
next century. 

“1 expect that the off-shore 
oil field developments will 
contribute to new jobs and 
improve the economy here," 
says Nail Yarutin, mayor of 
Okha. an oil town in north- 
ern Sakhalin badly hit by an 
earthquake two yean ago. 
"We will have the possibility 
to revive our region.” 


COMMODITIES PRICES 


A group of international 
energy companies and local 
Russian operators is now set 
on tapping Sakhalin's off- 
shore energy resources, with 
the first production sched- 
uled for 1999. 

Preliminary estimates sug- 
gest the Island's oQ and gas 
reserves might match those 
found in the North Sea. But 
the oil companies oscillate 
between elation and frustra- 
tion, as they fight for strong 
enough legal guarantees to 
enable them to commit up to 
WOtau in investment 

The most advanced of the 
three projects currently 
under way is Sakhalin 2. run 
by Sakhalin Energy Invest- 
ment. a consortium consist- 
ing of Royal Dutch/Shell, 
Marathon Oil, Mitsui, and 
Mitsubishi. The consortium 
plans to spend up to $10bn 
developing two oil and gas 
fields, estimated to contain 
140m tonnes of oil and 408bn 
cubic metres of gas. 

However, developing these 
fields will not be easy, they 
are located 15km off the 
north-east coast of S akhalin 
in seas that freeze for six 
months of the year and are 
vulnerable to powerful 
earthquakes. 

Frank Duffield, president 
of Sakhalin Energy Invest- 
ment, says that to speed up 
Its production schedule the 
consortium is currently 
spending $650m on an inno- 



vative. temporary develop- 
ment project To this end. it 
is deploying a giant mobile 
dr illing platform, called a 
Molikpaq, the size of two 
football fields. 

H owever, because of 
the harsh climate , it 
will initially operate 
for only six months of the 
year - probably making it 
the first part-time ofl field in 
the world. 

Although the consortium 
has signed a production- 
sharing agreement (PSA) 
with, the Russian govern- 
ment - defining its legal 
rights and splitting future 
revenues - it Is still await- 
ing the passage of essential 
enabling legislation before it 
presses ahead with full field 
development 


"We have made it clear 
that the legislative package 
is by no means complete and 
they [the Russian govern- 
ment] need to do mare if we 
are to feel comfortable about 
moving beyond the first 
phase into large scale invest- 
ments," Mr Duffield says. 
"The Russian side under- 
stands that and is doing all 
it can to make progress on 
these projects." 

Other western oil compa- 
nies operating in the region 
face similar uncertainties. 
Without stronger legal 
assurances, no foreign com- 
pany is likely to invest the 
billions of dollars needed to 
build the on-shore infra- 
structure. 

The delays in production 
schedules are disappointing 
for the oil companies. But 
they are afon lwnting to some 
disaffection among the local 
residents, who are growing 
suspicious of the foreigners’ 
motives. 

The Sakhalin 1 project, in 
which Exxon and Sodeco, a 
Japanese consortium, each 
have a 30 per cent stake, is 
also exploring ways to accel- 
erate production at its three 
off-shore oilfields. But 
two appraisal wells drilled 
this s ummer hit dirt and the 
consortium needs to under- 
take further exploratory 
work next year before it 
presses ahead with sizeable 

investments. 


Further down the coast, a 
third project backed by 
Mobil and Texaco is seeking 
to develop potentially the 
largest field on the Sakhalin 
shelf, containing an esti- 
mated 320m tonnes of recov- 
erable reserves. This Sakh- 
alin 3 project will begin test 
drilling in mid-1988 and 
could begin production early 
in the next century. 

B ut David Simerka, 
vice-president of 
Mobil Russia Ven- 
tures, says the consortium 
needs to operate under a 
PSA agreement. "We have to 
have a full PSA agreement 
in place if we are to spend 
over $20bn over the 35-year 
life of the project," he says. 

Russia’s parliament has so 
far frustrated attempts to 
adopt a blanket PSA regime 
and is approving projects on 
a case-by-case basis. But the 
oil companies are hopeful 
that economic gravity is 
finally beg inning to poll 
their way. 

“Some Communists say 
that oil is not like milk and 
does not turn sour," says Mr 
Simerka. “But I think more 
progressive economically- 
minded people are getting 
into government and realis- 
ing that to get the country 
moving you have to faacve an 
influx of Investment" 

John Thornhill 


Oil prices 
see-saw 
on events 
in Iraq 


MARKETS REPORT 


By Robert Corzine 
and Gary Mead 

Ofl markets continued to be 
dominated by events in Iraq. 
A series of statements from 
gjighrigri the UN and Wash- 
ington caused prices to see- 
saw during the day. 

The price of the bell- 
wether Brent Blend for 
December delivery reached a 
high in early trading of 

around $20.45 a barrel, 43 
cents up on Friday’s dose, 
but in late trading on Lon- 
don's International Petro- 
leum Exchange December 
Brent was quoted at $20.20. 

There was little reaction 
to a report in the Middle 
East Economic Survey, 
which quoted Saudi oil min- 
ister Ali Naimi as wanting a 
higher Opec production cell- 
ing set at the group’s meet- 
ing in Jakarta this month. 

The report said Saudi 
Arabia wants a new celling 
of 27m barrels a day, wefl 
above the present target of 
just over 25m b/d. Traders 
said a rise to 27m b/d would 
legitimise the chronic over- 
production of the group. 

Trading in soft commodi- 
ties on the Louden Interna- 
tional Financial Futures 
Exchange was lacklustre 
with coffee and cocoa failing 
to twakw si gnificant headway 
against a developing bearish 
consensus for both. 

The benchmark March 
contract for cocoa slipped to 
£1,057 a tonne, down £13, by 
the close, with arbitrage 
selling between London and 
the New York contract on 
the Coffee, Sugar and Cocoa 
Exchange dominating pro- 
ceedings. 

Coffee futures managed to 
close higher, with the Janu- 
ary contract finishing at 
$1,470 a tonne, up $12. Hus 
was in spite of the December 
future on the CSCE slipping 
to a nine-month low of 
143-30 cents a pound in 
early tr a ding. 


COMMODITIES NEWS DIGEST 


Launch set for 
pepper exchange 

The delayed teunchof India's fledgling exchange for . 
praper futures in Cochin now looks set for the third week 
of November, following a decision by the federal govern- 
ment and India's central bank to permit overseas repatria- 
tion of profits by foreign traders. 

The Indian pepper and spice trade associ a tion said 
India's first commodities exchange. In the state of Kerala, 
could have started business much earlier. It blames 
delays in the granting of permission to banks to subscribe 
to the equity capital of the First Commodities Clearing 
Corporation of India, the clearing house for the exchange. 
Global Trust Bank and Union Bank of India, bankers to 
FCCd, will need time to fink up with the clearinghouse, 
said tb** ass o ciati on, which will run the exchange. 

Nearly trading houses - most of them Indian - have 
already joined the Cochin exchange. McCormick of the US 
and Burns Philp of Australia will trade through local affil- 
iated companies. The association believes other foreign 
trading houses will u se the exchange now uncertainties 
regarding repatriation of profits have been removed. 

Although, the Cochin exchange is geared to screen- 
based tr ading , dpaig will initially be made through open 
outcry. This wm be for the convenience of Indian traders, 
who are not yet familiar with screen-based tr ading . 

The move to open the pepper exchange comes at a t ime 
of considerable interest in the global pepps 1 trade. Inter- 
national prices of pepper have risen by more than 65 per 
cent in the past six months because of global shortfalls. 
The main supplier of white pepper, Indonesia, has now 
almost run out of stocks and white pepper prices last 
week reached a record $8,600 a tonne. Industry forecasts 
are that world pepper production will rise to 186,758 
tonnes in 1998 from 174,044 tonnes this year. But stocks in 
the US and Europe are very low and prices are unlikely to 
fall in the near future. 

There will be an ex portable surplus of 152*546 tonnes of 
pepper next year and trade officials think a large propor- 
tion of this will be traded an the Cochin exchange. 

KunolBose. Ca lcut ta 

COCOA BEANS 


Ivory Coast set for hamper crop 

Continuing abundant rainfall in Ivory Coast is reinforcing 
the view that the biggest producer of cocoa beans is head- 
ing for a bumper crop, which may be as high as its 1995-96 
record of L2m tonnes. 

The US Department of Agriculture has revised upwards 
its estimate for Ivory Coast’s harvest for 1997-98 to 1.18m 
tonnes, slightly above the 1.13m tonnes for 1996-97. The 
latest rainfall data from the west African country show 
that in October it had average rainfall of 155mm, double 
that far the same month in 1996. With the prospect also 
for ample rains in November, some specialists feel a new 
record might be achieved. 

In its latest commodity report Merrill Lynch points out 
that production levels are also set to increase in another 
major producer, Ghana, and that recently declining Bra- 
zilian production levels appear to have been stemmed. 

The report argues that a global shortfall of no more than 
150,000 tonnes Is now likely for 1997-98, much less than 
half that predicted earlier this year. Gary Mead 


BASE METALS 

LONDON METAL EXCHANGE 

(Prices from Amatgamatsd Mats] Trading) 

■ ALUMINIUM, 98.7 PUHflY (S per tonne) 



Cosh 

3 rrtte 

Close 

1598^-005 

1828-28 J5 

Pravtoua 

16135-14^ 

1838-88 

HIqMcnv 


1638/1620 

AM Officta 

1597-08 

1625.5-28 

K«b dose 


1625-26 

Open ini. 

260328 


Total risBy tunover 

75,781 


■ ALUMINUM ALLOY (S per tonne} 

Close 

1490-95 

1482-85 

Previous 

1480-85 

1483-84 

Hfigh/low 


1484/1480 

AM Official 

1480-85 

1482-84 

Kerb close 


1480-85 

Open fan. 

5.995 


Total drty tunover 

1.610 


■ LEAD |S per tonne) 


Ctase 

5943-953 

6005U7.0 

Previous 

597.5-8.5 

810-1 

High/low 


611/602 

AM Official 

589.5-90.5 

654-5 

Kerb cfcne 


809-10 

Open fan. 

30.621 


Total dnjy turnover 

7.820 


■ NICKEL (S per tonne) 


Close 

6120-30 

6205-10 

Previous 

6280-90 

6360-70 

Htghrtow 


630Q/E160 

AM Official 

6120-25 

6195-200 

Kerb dose 


6230-40 

Open fan. 

EBX8 


Total unover 

25.633 


■ TIN (S per tonne) 


Close 

5550-55 

5545-50 

Previous 

5470-80 

5485-95 

Hteh/tow 


5560/5460 

AM Official 

5475-85 

5490-95 

Kerb close 


5540-50 

Open fan. 

15.793 


Total dally turnover 

2.988 


■ ZRfC, epeeW Hgb arwdte (5 per tome) 

Ctoee 

1239-40 

12905-604 

Previous 

12545-555 

1274-75 

Wgn/kMr 


1265/1257 

AM Official 

1233-34 

1257-57.5 

Kerb dose 


1261-63 

Open fan. 

81.1B0 


Tort deny turnover 

31,758 


■ COPPER, grade A (S per taring 

Close 

1995-96 

20024)3 

Previous 

2012-13 

2021-22 

High/tow 

1991/1990 

2013/1983 

AM OfRcrt 

1990.5-91 

2000-01 

Kerb dose 


1997-98 

Open mt. 

157.408 


Tort daOg turnover 

69,410 


■ LME AM OfflcW C/S rets: 1-0738 

LME dosing E/S rafrr. 1J5770 



Precious Metals continued 

■ GOLD COMSt (100 Troy ce,- S/trey Oz.) 

sm Otj*s Open 

prim ring* Up M W ht 

Nev 3138 

DK 3144 -A3 3105 3114 31,553 111k 

fob 3154 +24 3149 313.1 2453 30400 

for 3174 +4.1 319.0 3174 339 7/478 

Jon 3194 +44 3204 319.1 8311423 

foil 321.7 +44 322 4 3224 2 4,510 

Total 35465218405 

PLATINUM NYMEX (50 Troy qzl. - SAroy eg) 


Jaa 

406.5 

+23 

407.7 

4033 

1305 10535 

fow 

4025 

+■13 

4055 

403.0 

2 

1362 

Jri 

3995 

+13 

3895 

3995 

11 

29 

Total 





1518 12326 

■ PALLADIUM NYMEX (100 Troy a^S/troyat) 

Dec 

208. B0 

+255 20875 207 JM 

712 

3220 

■tar 

206.10 

+255 3)450 203. IQ 

57 

1.000 

JUB 

20250 

+255 

- 

- 

t 

111 

Sep 

19950 

+255 

- 

- 

1 

2 

Total 





224 

43*3 

■ SILVB1 COfcCX (5JXX) Trey ok Ceres/tray ozj 

Ho* 

4825 

+105 

_ 

_ 

21 

1 

Dec 

4845 

+105 

4875 

4715 18,434 B0.7S3 

Jan 

4862 

+105 

4845 

4820 

12 

43 

Mar 

4905 

+113 

4925 

4775 

718 19,152 

Hay 

4912 

+115 

4935 

4810 

35 

2.7B1 

M 

4960 

+115 

487.0 

4855 

162 

3555 


GRAINS AND OIL SEEDS 

■ WHEAT LIFFE (100 tonnage par tonna) 

Sod Days Opdo 

prfca efragn Hgh Low m tat 

Mt 83J00 -025 - 285 

Jan 8540 -065 65.40 8690 32 3424 

tar 8745 -040 8745 8745 10 3.196 

MV 6929 -an 8845 88.10 30 2433 

Jri 9145 -an - 195 

Total 136 9453 

■ WHEAT C8T ROOOtau mkr; canfaTBOfc SusteQ 

Dae 38345 +2.75 38440 35840 6449 52409 

Har 377.75 *3.75 379.00 37240 2,480 27445 

Har 38540 +3.75 388.00 38140 420 M23 

Jri 387.75 +345 388.00 38340 1428 14341 

SW 39240 +200 39240 39140 70 141 

Dac 402 SO +445 40240 39940 17 23«8 

Total 10573 184JOE 

■ MAIZE CBT {5300 hu wire osnrtteto baahafl 

Dae 28545 +050 28840 27875 37331191428 
MT 29540 +575 29940 289.00 H 465 104473 
May 30040 +540 304.75 29450 2360 30470 

Jd 30540 +5.75 308.75 297.73 <384 41493 

Bap 29445 +345 29740 293.00 501 3440 

Dae 29345 +245 29740 29140 3,884 25388 

Teal B3.15J 388343 

■ BARLEY UFFE (100 tonnes; E per tome) 


Total 


ENERGY 

■ CRUDE Ott. NYMEX (1.000 bmrab. Sfoarreg 

Utaat Pay's Opm 

price change Hgh Low M u 

Dee 31.17 +409 21.55 2035 36497 97346 

Jaa 2146 +408 2149 20.98 17455 51.446 

fob 21.15 +441 2141 20.99 9,779 34453 

Har 2148 +005 2145 2045 2413 20340 

Apr 20. BS -048 3140 20.80 1.118 15.129 

May 2031 -004 20.81 20.75 719 16467 

Total 71360380371 

■ CRUDE CML IPE(Mwraft 


Her 7630 

Jaa 7940 -045 

17387 84371 Mar 8240 

tag 83.75 

Sap 8240 

Total 


Dee 

Jen 

fob 


Mqr 

Total 


Latest Oafs 

price cfamgo Ntfr Low 

20.16 +4.14 2a 45 19.90 
20.19 +0.18 20.45 1936 
2a 08 +446 2032 1930 
1931 +444 20.18 19.78 
19.76 +042 19.76 1933 
1940 -ail 1930 1940 


■ HEATING OIL WMB (43400 US I 


op™ 

Vet tat 
12464 56,135 
7498 52.118 
2449 19454 
1394 8369 
409 5398 
347 5379 

zcsamwi 

fcoUSgtaJ 


Dac 

2553 

+041 

2S.66 

2558 

9500 50555 

Jtai 

2552 

+035 

2555 

2526 

4.104 27548 

for 

2682 

+012 

2610 

2555 

2555 14544 

way 

2614 

+009 

2618 

2550 

439 0125 

JH 

2617 

+022 

HXi 


331 B.B12 

A«g 

25.85 

+0.10 

2585 

2555 

74 819 

Total 





175*8 118,107 

■ SOYABEAN NEAL CSTflOO tons; S7UX4 


latest Day* 


Mgta Lmi 


Spot 1.5766 3 ate 1 6703 6 aOK 16631 9 ris 13572 
■ HWH CRAPE COPPBl (COMBO 


- 16329 

59.10 +0.17 5930 5830 19.478 58324 
6830 +442 6051 58.15 4.728 23460 
59.80 -048 90-50 5945 2330 12417 
9010 +442 5040 5075 1,142 9326 
5730 +012 5773 57.15 318 5.430 

45335 13IVQ8 

■ OAS QCLFE (Stanael 


0eo 

ten 

fob 

Msr 

4pr 

Total 



Salt 

Dfote 




Opm 


price eftngs Mgb 


W 

IM 

tar 

90.70 

- 

9135 

9010 

062 

4,127 

Dac 

9045 

-030 

9130 

9030 

6532 31537 

Jan 

9065 

-035 

91.60 

9050 

106 

1351 

fok 

9045 

-060 

9150 

9045 

6 

1553 

Mar 

90 45 

-075 

91.40 

9050 

923 

8524 

ta 

Tort 

9065 

-065 

— 

— 

7 1335 
0092 6458* 


PRECIOUS METALS 

■ LONDON BULLION MARKET 
(Prices suppted by N M BelMN 
Gotdpioy os) S price E aquhr SFT equhr 
Close 314,10-31430 

Opening 3T340-313A) 

Meriting fix 31330 187488 444430 

Afternoon 8x 31330 187331 444.027 

Day's High 31440-314.70 
Days Low 31245-31345 
Previous does 31240-31240 



Sell Day's 

Opm 


price cfaange Mgb Ur 

w tat 

Urn 

181.75 -135 165.75 18150 

7583 26340 

Dm 

182.75 -135 18650 18250 

4566 23.128 

Jr 

18335 -150 18750 16250 

1521 14313 

FeO 

182.75 -1.75 18650 18235 

3*0 8514 

Har 

1803S -250 182.75 18050 

124 6524 

Apr 

17750 -235 

- 3356 

Tew 


1257D H.19B 

■ NATURAL GAS re fljOOQ bbbk genre tar fccraj 

DR 

15.650 -0350 15.750 15550 

55 1380 

Total 


445 1052S 

■ NATURAL GAS NYMEX (10500 mmfiOL; SfornBU 


latest Dflrte 

DPR 


price diaugs Mgh Lew 

w tat 


Dk 

233.1 

+100 

ZEU 

2245 12,688 415*4 

Jk 

2264 

+9.1 


?g0.3 

4543 22996 

■tar 

2245 

+64 

2255 

217.0 

3,867 20491 

tag 

2235 

+83 

m ‘ ; 

2155 

2337 1751S 

Jut 

2235 

+75 

2245 

217.0 

432 12.084 

Aug 


+61 

2245 

2205 

151 2592 

Turt 





M^ea 122600 

■ POTATOES UFFE pa tonnes; £ per tome) 

Hsv 

300 

-7 

265 

160 

7 6 

tar 

775 

-7 

- 

- 

- - 

Ate 

1165 

+35 

1175 

1135 

57 1,1» 

Hag 

1275 

+35 

- 

- 

24 

Jm 

1375 

+35 

- 

_ 

_ — 

Tort 





77 l^fiB 

■ FREIGHT (BJFFEX) UFFE (SlOAxJox pOfait) 

Oct 

1326 

_ 

_ 

_ 


His 

1310 

-10 

1310 

1310 

5 722 

Dee 

1340 

-10 

1335 

1332 

4 172 

Jan 

1370 

-10 

1380 

1370 

30 660 

Ata 

1405 

-5 

1410 

1402 

8 345 

Tetri 

Ctase 

Fin 



47 19H 

BH 

1314 

1318 





Loco LdnMeoa 

1 wm«i .. — 

2 months 

3 months 

saver Fta 
Spot 

3 months 
B months 
1 year 
Gold Coins 
Krugerrand 
Maple Leaf 
New Sovereign 


Gold Lending Rataa (Vfe USS} 

-258 S month* 308 

- 2.63 12 months 3.41 

-2.6U 

pfaoy or US da aqutv. 

285.70 47845 

288.75 481.45 

291.70 434.60 

29645 492^5 

S pries £ equfv. 

313-318 187-188 


73-78 


44-4S 


DK 3.405 -0.147 3.605 3450 13X79 58480 

Jes 3455 -0.119 352S 3410 5,954 32*52 

fob 2.955-0497 3.090 2925 1402 22067 

Mar 2610 -0035 2700 2600 1.151 16420 

fo» 2410 -0040 2480 2310 388 10423 

May 2430-0425 2480 2220 175 8416 

Total 274182JVH 

■ 1MJEMX9 GABQUHE 

WM£X (42000 US BdkjoUSgahl 

Latest Off* Opart 

price change Ugh Lew VM U 

Mr — - - 11458 - 

Dec 6040 +028 8140 594012132 34.780 

Jan 80.15 -413 8140 5930 2471 18471 

fob 6015 -047 61.00 5840 757 8435 

Mar 8040 -052 61.15 8050 588 5406 

for 6445 +1.13 - 8340 209 5,757 

Total 27,412 9(472 


PULP AND PAPER 

■ PULFEX OMLX {SB; 24 air dry tong 


Srit 

Itayte 


Opn 

pnee tun an ttiip) low 

VM 

H 

5K50 

- 58750 58550 

80 

229 

585.00 

-050 58550 58550 

20 

389 



HI 

623 


TBtat 

FUTURES DATA 

ah Mures data wuppltod by CMS. 


Tdfl bom Hie Tea &ofcera* AsBa dattan 
Landed: Assams met selective demand 
wBh prices 2 to 4 pence easier where sold. 
East Africans met good competition and 
prices remained tuft/ firm » ocessJoreflDy 
dearer. Offshore: Strang enqriry at anmd 
last levels. Quotations for this sals; 
Landed: bast suitable 160p; good N<% 
good nwcDwn I56p; medium I48p; low 
median 130p. The highest price realised 
this week was IflOp far a Burundi PFl. 


SOFTS 

■ WCOAUFTipOtciwieeitei^ 

Sait Deg's Oven 

price stage H* Low 1M lot 


Dec 

1030 

-19 

1053 

1030 1,210 44JMI5 

Dec 

Her 

1056 

-14 

1078 

1058 1578 53515 

fob 

MW 

1075 

-13 

1090 

1075 

30 23588 

Apr 

M 

1001 

-12 

1106 

1105 

2 9,446 

Jbd 

fop 

1108 

-10 

1118 

1107 

121 18,734 

Am 

Dec 

1121 

-10 

1135 

1120 

202 21510 

Oct 

Tort 





0764194781 

Total 

■ COCOA CSCE (10 tarmac S/tonnes) 

■ LE 

Dee 

1578 

-25 

1602 

1576 2502 29575 

Dee 

Har 

1618 

-20 

1641 

1816 1535 29^91 

fob 

Meg 

1843 

-16 

1658 

1642 

11 13598 

Apr 

Jd 

1964 

-16 

1877 

I860 

19 3585 

Jm 

Sep 

1684 

-16 

1693 

1890 

18 4520 

Jtf 

Doc 

1702 

-16 

- 

- 

41 8587 

fog 


Total 

■ COCOA (ICCQ) (80n*B/tpnne) 


4M9UL140 Total 


MEAT AND LIVESTOCK 

M LIVE CATTLE CME (4Qj000fos; centaAbej 

Sea oagre Opes 

Price change Hgh Iw W U 

57.125 -Q40Q 87.776 87.100 75Z7 39450 
60850+0075 69.000 68400 3448 25465 
72426-0425 72.525 72125 702 14420 
80825-0450 70000 60650 532 10,706 
69.725 - 80900 60675 215 3401 

72000-0200 72450 72150 3 1.164 


81450-0275 62450 61400 3473 18456 

02475+0350 B2S0 81400 2440 9,784 

58425-0.175 59450 58250 368 4.130 

86475-0075 80575 68475 631 2551 

64.700-0275 65460 64.700 IB 345 

63400-0500 63400 83400 14 232 


M PORK BBLBS CME WOOCKw; centa/lbs) 


Oct SI 
Ddf _ 


Price 

1233.15 


Piw. deg 

. 122349 


■ COFFEE UFFE (5 tames: Srtorme) 


83 

- 1490 

- 509 

23 

0 

- 1411 


fow 

1445 

+16 

1491 

1440 

580 

3591 

Jm ' 

1470 

+12 

1487 

1470 2,138 25551 

tar 

1482 

+12 

1500 

1478 

871 

8592 

Hag 

1490 

+11 

1498 

1490 

93 

2511 

Jri 

1498 

+11 

1504 

1504 

20 

844 

fop 

1508 

+11 

- 

- 

- 

383 

Tort 





2JXB 40581 


■ SOYABEANS CBT ROOttw Bta; arta/BOtl Imriel) 

No* 717.00 +2B45 71000 80075 21406 Z34B0 
Jen 721.75 +2540 72340 68740 26485 67,733 

Nsr 72740 +25.75 728.00 701.75 4,171 23491 

Mag 73245 +25.75 73240 71140 1424 18415 

JU 73745 +2500 738.00 717.00 3445 14482 

tag 73000 +2200 73000 714.00 50 820 

Total 049115*834 

■ SOYABEAN OIL CBT PQOOQta: oenMftbj 


■ COFFEE •C CSCE (37.5003)6; centafa) 

DK 144.10 -445 15000 14340 3499 11,190 

Mar 13005 -300 14140 13050 1456 8439 

Mag 13445 -245 13740 13440 IBS 2444 

JU 13140 -240 13+ .75 13200 215 1427 

12900 -070 13140 12050 169 006 

Dec 127.05 -045 12950 12740 129 773 

Total SfiBB 28,117 

■ COFFEE ftCOKUS oortsfouaid) 


Oct 31 
Coop. Mg 
15 dag 


Rre*. dig 

. 11247 113.11 

. 11843 11843 


M WHITE SUGAR UFFE (50 tonnes: Sftomaj 


Dac 

3135 

+25 

3114 

3105 2.128 

9J34 

Har 

3185 

+25 

3185 

314.7 1527 18511 

taj 

3204 

+02 

aanr; 

SM&fl 

TO 

3,175 

Aug 


+23 

3205 

3195 

25 

2.470 

Oct 

3185 

+24 

3185 

3107 

20 

1477 

Dec 

3103 

♦Ol 

- 

- 

- 

140 

Total 





4,170 37546 


M SUGAR IV CSCE (112.000U»: catts/faa) 

Mar 12.43 +044 1244 122030440 112k 
Mag 1241 +043 1232 1217 4499 27,983 

Jet 1204 -0JJ1 1245 1143 2.173 19004 

Oct 1149 -042 1140 1128 1,184 22283 

Her 11.73 -002 1170 TIJO 457 54TB 

for 11.88 -002 - - 50 613 

tom . xjmxmjm 

■ M COTTON NYC6 (SOjOOOtbs: centa/tta) 

Dec 7227 +0 AS 7245 7220 7416 45228 

Har 7343 +046 7348 7125 2469 17412 

Hey 7440 +049 7440 7440 869 10467 

Jd - 7640 +032 7540 7448 380 8423 

Oct 7540 +005 7546 7545 1 871 

Dm 7559 +0.16 7558 7540 316 10467 

Ttatal -11530 HL2M 

■ OBAHOE JUICE NVrepBJOflfcgcenta/lbta 

fow 6840 +-1.7D 89.00 6850 3490 2461 

Jm 7220 +140 7250 7000 2428 20465 

Mar 7555 +140 76.70 7350 682 11436 

Mag 7840 +145 7840 7840 317 2702 

JU 8140 +140 8060 8020 102 1.164 

Sip 8440 +125 8175 8325 1 712 

nu 7jm 40285 


VOLUME DATA 

Open Interest and Volume data shown for 
contracts traded on COMEX, NYMEX, CBT. 
NYCE. CME. CSCE and IPE Crude Oi are 
one (fog In oran. Volume a Open (merest 

totals are tor oB traded months. 


INDICES 

i (Baec 109/31- 100} 


Nov 3 Octal imndi ago year age 
1821.7 18203 18903 18524 

M CRB Futures (Base 1887 a 100) 

Octal Oct 30 moiitli ago year age 
24004 24058 

M CSa Spot pet: 1970 -1001 

Oct 31 oh ao moods ego ywago 


208.15 207.64 201.73 203.75 

LME WARftHOUSfi 

STOCKS 

fta—aal 


Mtnfonen 

-15S0 

to 

741,660 

AbarMin eBay 

-200 

ID 

47500 

Copper 

+1300 

to 

341,150 

Lead 

-225 

to 

110225 

MCM 

+73 

to 

88,860 

Zinc 

+875 

(0 

455JJ50 

Tin 

-66 

to 

9556 



! \ 


fob 

84.72! +0525 64750 83.950 1,725 

8,082 

tar 

B4450+OC75 64500 61750 

171 

808 

Hag 

84525+0525 64500 64500 

28 

298 

Jri 

81725 -0375 87500 55500 

15 

180 

Are 

82550 - 61500 62250 

- 

10 


Oracle A) LME 
1900 


Total 

LONDON TRADED OPTIONS 

Strike price S tonne — Cal* Puts — 

■ ALUMINIUM 

(90736) LME Doc Mar Dec Mar 

1500 117 151 4 17 

1800 42 B4 29 48 

1700 8 40 95 102 


Mar Deo Mar 
148 17 50 

93 53 . 94 

54- 117 153 
Mar Jan Mar 
109 - 36 

73-53 
60 - 80 

Mar Dec Mar 
57 32 51 

48 51 67 

40 73 84 

Jan Dec Jan 

128 14 

82 35 - 

78 82 


2000. 


2100. 


Dec 
121 
57 
21 

■ COFFEE UFFE Jan 

1400 181 

1450 131 

1500 81 

■ COCOA UFFE Dec 

1050 12 

1075 8 

1100 3 

■ .BRENT CRUDE 

IPE Dec 

.1950 - 

2000 ; — 39 

2050 23 


LONDON SPOT MARKETS 


■ CRUDE Ott. FOB (per barrel) 

+or- 

Dubai 

S19.14-950W 

-0.040 

Brent Blend (dated} 

918/43-047 

- 0.110 - 

Brent Blend (Dec) 

S20.10-0.14 

-0.120 

W.TJ. 

S21.10-1.12w 

-0.180 

■ GO. PRODUCTS WSEprwpt tfehtry CF (kree] 

PremSum Gasoftne 

9204-208 

-2 

Gas Ofl 

$185-166 

-05 

Heavy Fuoi OS 

Si Q2-104 


Naphtha 

S197-1BB 


Jatftjal 

S203+208 • 


Dfesal 

9194-196 

-05 

■ NATURAL GAS Fancafihanrj 



(Dec) ' 15.65-1073 

Petroleum Argue. TtL London pm) 359 8782 
■ OTHER 


Copper 

Lead (US prod.) 

Tin (Kuala Lumpur) 1£L41r 

Tin (New York) 


Barley (Eng. feed 
Mads (US No3 YUOW) £10940 

Wheat ()JS Dark North) Unq 

Rubber (Decjf 
Rubber (Janftp 
Rubber (KLRSS 
Coconut Oi ■ 

MmOPi. 

Copra (Flig§ 

Sogabeansi 

Cotton OudoolTA' Indwt 77450 

Wootope (B4« Super) 408p 

E pv am uaiaK rttenta ptnaeAg. pcMWb. 

ritaadd»m iataidwowrtfo.TSwCiixHw8tee.il 

OacTfLonta PhjteaL S OF IWwiwt 

etas. - Ctev on writ fflaart » « ol dfo 


\ 


$31455 

+150 

48850c 

+450 

9407:00 

♦155 

920950 

985C 

45.00C 

1B41r 

+250 

2505 - 

+1.0 

8&26p 

■054* 

iDi.aop 

+1.02- 

7759p 

+15S* 

$28250 

+350 

$309.60 

Unq ' 
£10950 
Unq 
54JSQP 

+450 

5450p 


2B45Z 

+05 

6Q25r 

-25 

SS&fie 


$4100 


1855 

• 7743o 

-25 

408P 




CROSSWORD 


No^,523 Set by QUARK 



ACROSS 

1 Repeat item in French cen- 
tre (6) 

4 Not a brainy lot, but sturdy 
. ( 8 ) 

10 Men taking risk go off. 
Could be puffed out? (5,4) 

U With reference to downfall, 
one leaves race to be 
repeated (5) 

12 Send laotective clothing (4) 

13 He has lots to deal with (10) 

15 Fastened chalet somehow 
by day (7> 

16 Agree to account and give 
TJPW) 

19 Slow app rehensi on of call 
indmrm(6) 

21 Tripe's cooked wife bit of 
anRm for quick return (7) 

23 CanoQ was one for Doefe- 
son (3-2-5) ^ 

25 Handled the material (4) 

27 Part of item on ground 
' maki ng comeback in gar- 
den?® 

28 Possibly vetting a French 
card game (5-2-2) 

29 Behaving unusually 
m-managed to get in a 
wager (8) 

SO Turn in the answer very 
quickly (6) 


D OWN 

1 The outfit Tor everyon* 

log part (8) 

2 Bit of rags to riches £ 
this singer? (9) 

3 Grass released wit 
leader (4) 

5 Evening meal taken di 
High tT(W) 

G Not the original type 
exact duplicate (8,4) 

7 Work unit in the sc 
east making fabric (5) 

8 one way mu is raise 
the Arctic plain (6) 

9 51 pounds - that's the 
tion (6) 

14 Driver may need to do 
get a new outfit (6,4) 

17 Nonconformist sends 
out (9) 

18 Pass judgment on a b 
writing (8) 

20 Different line with ve 
half awake (7) 

21 Man owing money, ai 
rally, to return to cus 
( 6 ) 

22 Nigs is confused with 
name puzzle (6) 

24 A nim al to make nois 
area round Kent? (5) 

26 Soaks up state of am 
(4) 


Solution to Saturday's prize puzzle on Saturday November 
Solution to yesterday’s prize puzzle on Monday November 
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LONDON STOCK EXCHANGE 


Footsie up sharply but turnover disappoints 


MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 

London's equity market made a 
determined attempt yesterday to 
put the events of the past two 
weeks well behind it 

Strong gains in south-east 
Asian markets and the US on Fri- 
day. and at the outset of trading 
on Wall Street yesterday, helped 
to restore some of investors’ flag- 
png morale. 

At the close of a session 
marked by the lack of genuine 
business, the FTSE 100 index 
recrossed the 4,900 level lost in 
such dramatic fashion at the 


start of last week. It eventually 
settled 64.1 higher at 4.906.4, hav- 
ing posted a three-figure gain - 
up 102.3 - at its best of the day. 

Although by no means as 
strong as the leading index, the 
rest of the market also managed 
to record good gains. The FTSE 
250 ended the session 20.4 ahead 
at 4,663.6 and the FTSE SmallCap 
added 8.0 at 23202. 

Dealers welcomed what they 
described as a day of much- 
needed calm and tranquility. 

“The market needs a period of 
relative stability which would 
allow investors time to regain 
their confidence,** said one trader 
who maintained that the underly- 
ing tone of the market remains 


cautious. But he warned of 
plenty of potential pitfalls in the 
short term, in the form of farther 
volatility in south-east Asia, as 
well as crucial economic news on 
both sides of the Atlantia 

The UK’s monetary policy com- 
mittee meets on Wednesday, with 
the outcome of their delibera- 
tions to be made known at noon 
on Thursday. Few observers 

expect the committee to recom- 
mend an increase in rates then, 
but a rise of 25 basis points is 
expected before the end of the 
year. 

In the US. the non-farm payroll 
report for October is due on Fri- 
day. That may determine 
whether the US Federal Reserve's 


Open Market Committee opts to 
increase interest rates on 
Wednesday week. 

Yesterday's session began well 
with institutions said to have 
been happy to enter keen bids for 
the leading stocks in the wake of 
the near 6 per cent rise in Hong 
Kong. 

The 60point gain in the Dow 
Jones Industrial Average last Fri- 
day was seen as encouraging, 
given that the Dow was level at 
the London dose. 

A rise In the UK purchasing 
managers’ inHor to 53.7 in Octo- 
ber against die previous month’s 
52.7, and a slightly higher 
expected M0 money supply fig- 
ure, saw gilts under modest 


downside pressure but caused 
few problems for equities. 

Banking stocks, badly mauled 
in the market sell-off, were 
among the day's biggest winners, 
especially HSBC which recap- 
tured over half of last week's 
fafl- 

There was mixed news for the 
retailers, however, with Marks & 
Spencer aggressively bought 
ahead of today's interim report, 
which some expect to include 
details of a substantial expansion 
programme. But Next was the 
worst Footsie performer, amid 
talk that it mi ght launch a bid 
for Etam, the fashion retailer. 

Turnover in equities at 6pm 
was a lowly 575m shares. 


FTSCAB^Stwe tod« 

z*bq - --- - 

- UQ0 /- V . V ; V 

2£50 . . . 'y ? 

. 20001 ' . ^ hjIt 

.. ■ Sap.-. . -04* •• ."??••• 

IflBT - - 

^SwrtKjBWL.-; . . w . . 

indees and ratios 

FTSE 100 4QO0.4 +04.1 

FTSE 250 40600 +20.* 

FTSE 350 2368.4 +200 

FTSE AH-Shara 231808 425,11 

FTSE A^Share yWd 3.33 - &39 

Bast p a f an dna MCtora 

1 Banks RetaB ; +22 - 

2 Oft Inte gra te d -42.1 

3 Diversified Industrials +20 

4 insurance +2.0 

5 Extractive Industries 4&0 


lirnoiwr ty wjtufne frrttfcyfr •' 

inteMnta^nMiw|«ir 
■£□0 ■— ware* 


FT30 3171.9 448.1 

FTSE Non-Fins pfe 19.07 18.58 

FTSE lOOFut DSC 4965.0 +115.0 

TO yr Gft yMd 0.04 6.80 

Long gBtfequtty yid ibIIo 1.99 1.95 

Worst per for m in g sectors 

1 Housahoki Goods -2.0 

2 Buittog A Con str uction -00 

3 Pharmaceutical* -0,1 

4 Retafisrx; Food -00 

5 09 Explora ti on & Prod .>.-0.0 


Glaxo 
hit by 
warning 

By Peter John, Martin Brice 
and Alexander Stevenson 

Glaxo Wellcome failed to 
take part in yesterday's rally 
as a statement from Warner 
Lambert of the US cast a 
shadow over the stock. 

Warner said it had 
changed the label for its 
Rezulin diabetes drug to 
include a warning that it 
could cause liver problems, 
in a small number of 
patients. 

With the label change, doc- 
tors will be required to 
administer liver function 
tests to patients between one 
and two months after they 
begin taking Rezulin and 
periodically thereafter. 

Glaxo markets a similar 
product in Europe which it 
sells as Romozin. Launched 
in the UK in October, Romo- 
zin has peak sales projected 
at £300m and the Warner 
statement prompted a sell-off 
in the shares. 

The stock had been com- 
fortably higher in early trad- 
ing but came off in the after- 
noon despite a strong overall 
opening for the Dow Jones 
Industrial Average, to which 
Glaxo is heavily exposed. 

The shares had been up 29 
at best but ended the day 
just 2 higher at £12.80 on the 
order book. SmithKline Bee- 
ch am closed 6*4 lower at 
559'sp. although analysts 
said the company was not 


exposed to the diabetes con- 
cerns. 

Optimism ahead of third- 
quarter numbers today, and 
a firmer underlying oil price, 
lifted BP. 

The shares jumped 17 to 
893 Vip as the market looked 
for profits between £605m 
and £700m, against £650m for 
the same period last year. 

Analysts also hope there 
might be more pointers to 
cost-cutting, particularly 
within the European joint 
venture with Mobil of the 
US. Finally, tensions in the 
Gulf continued to boost the 
underlying oil price. 

Cost-cutting, production 
growth and strong down- 
stream margins have 
enabled the leaders to over- 
come the sharp slide in oil 
prices, which have only 
recently started to recover. 
Oil has fallen from $21.08 a 
barrel a year ago to an aver- 
age of $18.65 during the third 
quarter. 

Shell Transport, which 
reports on Thursday and is 
forecast to announce profits 
of between £1.03bn and 
£127bn. lifted Iff/* to 433p. 

British Airways gained &/i 
to 588'Ap ahead of interim 
figures due tomorrow, 
despite the expectation that 
a series of downgrades are 
likely to stem from the 
results. 

Analysts expect the strike 
by cabin crew and adverse 
currency effects to leave BA 
with pre-tax profits of £i50m. 
down from £312m_ NatWest 
Securities has an “add” 
stance on the stock, which 
stood at 760p in May, and 
has told clients that load fac- 
tors should recover in the 
second halt restructuring is 


on schedule and news on 
alliances should be positive 
during the next year. 

Elsewhere In the transport 
sector, which has outper- 
formed the FTSE All-Share 
index by 6 per cent since the 
beginning of October, the 
bus companies had another 
strong day. Cowie Group 
was up 2 at 358Vip. National 
Express rose 2 to 557%p and 
Stagecoach gained 8V4 to 
T37'4p. 

Research by Nigel Davies 
at Panmure Gordon 
suggested that a fair value 
for Cowie Group would be 
445p, while National Express 
Is worth 585p a share and 
Stagecoach 742p. 

BAe advanced 35 to £16.17. 
boosted by two factors. US 
Airways said it was to buy 
up to 400 aircraft from the 
Airbus Industrie consortium, 
of which BAe is a member. 
There were also growing 
hopes of further consolida- 


tion in the defence industry 
after a weekend newspaper 
report that BAe was trying 
to open talks with GBC, 
which gained SK to 386 Vip. 

The automotive engineer- 
ing sector was highlighted 
by a weighty research docu- 
ment published by Charter- 
house Tilney Securities 
which focused on GKN and 
LucasVarity as long-term 
holdings for investors in a 
growth industry undergoing 
great change. GKN. for 
which Guy Hewett at the 
broker has a price target of 
£15. spent the day in positive 
territory before it eased a 
penny to E13J56. The stock 
was helped by news that the 
company was close to win- 
ning tank contracts from 
Oman and Qatar was in 
talks to sell part of its 
defence business to Vickers, 
up \V, at 229ttp. 

LucasVarity, for which Mr 
Hewett has set a target of 


FT 30 HIDEX 

No* 3 Oct 31 Oct 30 Oct 29 Oct 28 Yr ago -Htgti low 

FT 30 31710 31230 3161.7 32070 31610 2795.0 34900 2668 8 

Old. drv. yield 305 3.60 3.01 306 3.63 408 402 309 

P/E ratio not 20.68 20.44 2008 2006 2008 1691 2203 1500 

P/E ratio nil 2041 20.16 2009 2008 2001 16.75 2242 15.71 

FT 30 n ca mp ta tta ft hfc /1 34303 W1V97; taw 2MJ8MO. Bm Dae 1/7/36. 

FT 30 hourly ch a ng e* 

Open 900 1000 1100 1200 1300 1400 1500 1800 Hfrh Low 
31240 31580 31570 31610 31740 31850 31760 31880 3184.1 31890 31240 
Nov 3 0031 Oct 30 Oct 29 Oct 28 Yr ago 


SEAQ bargains 
Equity turnover (Emit 
Equity bagainst 
Shares traded frnQt 
TEjcfcjtSng femrorict and 


47070 44.706 55,582 77.192 91072 35047 

- NA NA 31720 24890 12460 

NA . NA 71011 66.148 28.174 

- NA NA 9504 6144 525.4 

aiwaam Uro« bul Mdrg Grata bmcvw- 


e FTSE tatwi mw nal Limttad 1397. AM n^to mta -For 1997. 


■ London ma rfcat data 


Rtae and fa«a* 

Total Rises 1.100 

Total Fata 447 

Same 1.506 


58 Week highs and law 

Total rtgns 29 

Total Lows 43 


UFFE Equity opOona 

Total c o nt r act s 22039 

CaVe 8.125 

Puts 14014 


Nov 3 Data based cn Equity glares feted on the London Share Service. 



Get your share 
while stocks last. 


240p, gained 3% to 208p. The they released a clothing 
Charterhouse analyst told range promoted by Ruud 
clients to buy into the share Gullit, the player-manager of 


price weakness he expects to 
occur until cost-cutting mea- 
sures take effect, but that 
the “1998 rating of 10 times 


Chelsea football club. 

Wise Speke, the company's 
broke', kgpt its profit fore- 
cast unchanged at £ 2 .lm fear 


does not reflect the earnings the 15 months ending in 
potential inherent In Lucas- December. 

Varlty’s product base”. Reckitt & Column, the 


FUTURES AND OPTIONS 

■ FTSE 100 MPBC FUTURES (UFFS E2S par ** Index port (*PT1 

Open San prtoa Change V*gh \xm E*. w* Op* tat 
Dec 49500 49650 +115.0 49850 48150 8689 69154 

Mar 4970.0 5006.0 +1160 40760 49700 129 5710 

■ FTSe 2 S0 INPtEX FUTURES fl-lFFE) £10 per Ml Index pa** 

Doc 48850 -50 0 9351 


Mayflower, ahead 3p at household products group, — 
203p, and Britax. firmer at fell 27 to 887%p as the mar- 
127Vip, were also tipped as ket began to wonder about ^ 


Reckitt & Colman. the B ftse too mdcx option (uffg r<g3Q ) gio par m maax point 


buys. 

However, T&N, the subject 
of a 235p bid from Federal- 
Mogul. was indicated as a 
“bold” despite big valuation 


the company's exposure to 
troubled international mar- 
kets. 

One analyst said Reckitt 
pwB mtea 7 per cent of sales 


4750 4800 -&S0 4000 4850 5000 5050 5100 

CPCPCPCPCPCPCPCP 
-HOT 290 B2b 2551a 114 219 IB 131 187b t» 2W « 

Dec 328 15&4 340 173b JW 1« 2M 214 2S2 23 feB* ®6 «7 281 125 310b 
Jm 4M 188 385 209 351 230 326b 251 297 271 288 233 !3B 317 217b 347 
ft* 468b 217 4«b238b«1Zb2B>b38lb28Zb 3S7 305 329 328 301 352 OJW 
Jolt £57 3202 499 386 4«b 409 388b«0b 

Cdta 2.128 ft* 1017 

■ EURO STYLE FTSE 100 INDEX OPTION <UFFQ CIO par tuO Index pah« 

<775 482S 4875 4825 4875 5023 5075 MB 

In 283b 67 230b 114 188 131b «B 157b 1* 173b H« 301 **2 27 Mb 258b 
Dec 35Sb167b3Mb IBB SI 203 8B2b2Z2b234b244b2>0b 270 183b392b1»b 319 


of 270p-300p which recog- in south-east Asia, where <m482s«7s4i2B«usoi3son$us 
nises “that a rival bidder confidence has taken a bad m 283b 87 230b U4 189131b hb 151b I4i 173b iw 201 wb 227 76b2ssb 
may pay well in excess of hit. And the company is Dk ssbi&b&fb ibb 292 as 2B2b222b234b244b2Mb »o lOb^Wa 319 
300p”. The stock firmed to exposed to Brazil, which has j" 40Saa»b 287 2 SZ 235 

25ip. also beat in the global mar- 555 33512 49ib320b csb 410 388 453* 

The partners In Diageo, ket firing line recently. cab 249 s ft* 6.103 • unta*w mb nu. Pnmiumt smn n o*«i an adogm* atn 

Gninness and GrandMetl t OT* mOa. 


2 Slp. a 

The partners In Diageo, i 
G uinness and GrandMet, 
were keenly sou^it in brisk a 
trade after investors were 
told they would be receiving . 
70p a share as a result of the * 
merger, worth about £2Jbn. 1 
This will be an increase an 1 
the 60 p a share investors had ~ 
been expecting. Guinness 
rose 14% to 547%p in trade of 
23m, while GrandMet appre- ^ 
dated 6yi to 544Yip in trade : 
of lQm. 

Shares in Liberty, the 
department store group, shot 
up 25 to 377V4p after it 
announced it was open to 
offers from potential buyers. 
Several substantial share- 
holders, including the 
Stewart-Liberty family, t 
announced they will resist a 
the move, which follows 
recent wrangUngs about the 
composition of the board and 
the position of Denis Cas- 
sidy, chairman. 

Shares in i-iothing retailer 
Blacks Leisure Group rose 
5% to 442%p after it “ 
announced interim profits of n 
£5 An, 36 per cent up on last M 
year. SocGen raised its end- H 
of-year profits forecast by * 
£200,000 to £13 .5m. c. 

Hay & Robertson, the Z 
clothes manufacturer, was In _ 
rude health yesterday. 
Shares rose J2 to 176ftp as 


FTSE Actuaries Share indices 


LONDON RECENT ISSUES: EQUITIES 

tan Mnt MkL dose 

pries paid ap 1997 price Net Dlv. Qcs FVE 

p ip grrq hfteti LOT Stncfc . p +/- cK. coir, ykl net 

S FP. - 102b 100 b ArantNfciZtaoD* 101 3 * +>2 - - 

- FP. 1054 30b 30b BG ■B’ »b - - - - 

- FP. 0.74 17b 16b fQuddwdlmr 17b - - 

»- - FP. 008 12 8 fSucktalkrvMt - 10 - - - - 

155 FP. 180 178b 182b Ufcfraoys 157b A* . - - - - 

S IO FP. 925 9*b 87$ UlMSterCJty 92b -1 - - - - - 

LB FP. 27.1 102b 95b tMtafccrougH MI 102b « 6- - - 174 

* FP. 850 99b TOblMtaatma* 85b - - - - 

§115 FP. 180 170b 140 TNSSfleCrf Sye 1B7b L1.15 10 09 660 

250 FP. 46&0 232b 225 Nmquett 234xd 4% W50 30 Z9144 

70 FP. 270 83b 53 NoOtan Forest Sib - - - - 

- FP. OOL7 2180 2T20 NjcomtaJ Ara N/V 2180 «b 180 20 0049.1 

§245 FP. 160.1 287b 245 SK&oup 261 b «b LW40 - 20 - 

§148 FP. 809 192b 132b tSaftar* 190b R80 10 30142 

§147 FP. 184.7 177b 157b Utratame ‘ 177b <6 1430 XI 20 230 

§79 FP. 808 97b 85b tWotahar Acton 90b -2 - - - - 

§110 FP. 55L1 1i7b KBb Xan ' 110 -lb - - - 

t 4 OT»ta >ra tmutaiiraH MtaiaL 5 fWngnlta * Motandon. For a U eip tantal w i of *4 
aSnr •ynibeta ptaaw rta to Tin London Sara Stataca natal. 


■ Major Stocks Yastorday 

Vk* Ctaang Ooy^ 
000 a pro ctaww 


net ait 

AMVB9CAP 

- - ABOA Qm*t 

- - Mbwtatarart 
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Mtanoe & Ltacataart 

- " A5kJ Oomoocrf 

- - Angtan Water 

- 174 . 
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BATtatof 
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BTOt 

ButaolScoltatt 

oStaCkctrt 

Boocst 

r» 4 , , ,| 

DIIVRK 

Srft. Acrapacot 

BriMiJtaawf 


407 484 4101a 

181 390 -a 

2 mo tsa*i -ib 

1«0 984 418 

41 1182b 

564 683b +b 

588 499 +12b 

950 790 -11 

1.700 652b 4M 

4.700 179b -b 

3.400 491 *1 

86 286 +1 

1.400 535b +5b 

3.100 531b +10 

1.100 400b -lb 

561 1025 402 

4.700 an «6 

6000 »93b +I7b 

1000 32S 4b 

721 424b +lb 

13000 455b «b 

4000 211b nob 

1000 510 +16 

1000 ISOS +13 

1400 B37 * 


FTSE GOLD MINES INDEX 


Oct %ctg Oct Tot Brora tor 

si wtar 39 m i**i% 

lkdH(q 124103 -10 T25306 19770*7; 235 
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.. 1BKJ1 121935 


150b +1b 
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+2.1 

122105 248504 
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2103 

250201 119232 

Carton C 

Centrical 

'C*nrni.t 
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6000 

IS 

-7 

♦b 


122405 

+40 

117701 2122J1 

3.13 

1404 

221700 113508 
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Canpaw 
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4000 
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♦IB 

♦1 

•1 
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-20 

129805 167404 

107 

4174 
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Global markets shake off October blues 


WORLD OVERVIEW 


After such a turbulent 
October for stock markets, 
November could hardly have 
started in a more positive 
fashion, writes Philip 
Coggan. 

Asia began the rally, just 
as it provoked the sell-off. 
Details of bank closures in 
Indonesia, part of an Inter- 
national Monetary Fund pro* 
gramme, gave investors 
some confidence that Asian 
governments might be will- 
ing to restructure their 
economies. 

That took the pressure off 
many Asian currencies, 
allowing short-term interest 
rates to fall. Hong Kong, bat- 


Indonesian equities 

Jakarta SE Composite 

750 • 

700 
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tered by the effect of the 
high rates needed to defend 
its currency, rallied nearly 6 
per cent and the Hang Seng 
index is now 28 per cent 
above the low recorded a 
week ago. 


Nw 


There were substantial ral- 
lies in Singapore and Malay- 
sia, although oddly enough 
the Jakarta market Itself 
remained stuck in the dol- 
drums. 

The good news carried 


through into Europe, with 
most leading bourses about 
2-3 per cent higher, and to 
Wall Street, where the Dow 
Jones Industrial Average 
gained more than 100 points 
in the first few minutes of 
trading. 

Latin America joined in 
the buying spree, with the 
Brazilian market up 7 per 
cent and the Argentine 
bourse up 3 per cent in 
morning trading. 

The latest rise in share 
prices may turn out to be 
merely another upward leg 
in the market's bungee jump 
but, after a week in which 
bearish voices reigned, some 
bolls are coming forward. 
“In our view, the grounds for 


a global bear market do not 
exist," said Joe Rooney, 
global strategist at Lehman 
Brothers, in a note published 
yesterday. 

Lehman thinks that apart 
from Japan, the effect of the 
mainland Asian crisis on 
economic growth will be lim- 
ited: that equity markets 
will be supported by lower 
bond yields; and that, thanks 
to the setback, shares have 
fallen to valuation levels not 
seen since 1992. 

The European team at 
BZW said that “the recent 
sell-off in international 
stocks has been pretty indis- 
criminate. In particular, it’s 
by no means dear that the 
growth stocks (techs, phar- 


mas and oils) which have 
fallen sharply are in the 
same camp as the other 
industrials. As and when 
confidence returns to the 
European markets, these 
ought to recover." 

But the rally still leaves 
some bears unabashed. 
Michael O'Higgins, a US 
fund manager, said yester- 
day he preferred US Trea- 
sury zero coupon bonds to 
stocks at the moment, 
believing that a 5 per cent 
long bond yield was not out 
of the question. 

“It is significant that 
bonds and stocks are now 
moving in apposite direc- 
tions on a regular basis.” he 
added. 


Dow surges 
as investors 
hunt bargains 


Bourses bounce with the dollar 


ies Share fad;- 


AMERICAS 


Wall Street held on to 
morning g ains after a burst 
of energetic buying sent the 
Dow Jones Industrial Aver- 
age higher by more than 100 
points in the first half-hour 
of trading, writes John 
Labate in Ne to York. 

By Ipm the Dow was 
170.18 or 2.29 per cent ahead 
at 7,612.26. The broader Stan- 
dard & Poor's 500 index was 
similarly strong, up 20.2 at 
934.79, while the Nasdaq 
composite index, which is 
heavily weighted in technol- 
ogy issues, gained 1.8 per 
cent or 28.04 points at 
1.621.65. 

“We've got a low-volume 
rally today, concentrated 
mainly In the blue-chip 
stocks." said Arthur Hogan 
at Morgan Stanley. 

The trepidation that hung 
over US equities through 
most of last week was 
replaced with a mood of 
bargain-hunting. “We're not 
going to bed at night with 
the fear that we're living on 
the verge of a virtual melt- 
down based on Hong Kong,” 
said Mr Hogan. 

Among Dow stocks, Sears 
Roebuck surged more than 5 
per cent to $44% after Bear 
Stearns raised the stock to a 
"buy”. International Paper 
also rose 5 per cent at $47% 
while General Electric 
Shares added $2% at S67ft. 

Following last week's 
trend, the Treasury market 
moved lower as stocks ral- 
lied. By midday the bench- 
mark 30-year Treasury bond 
had lost ” at 102%, lifting 
the yield to 6.194 per cent 
Banking stocks responded 
by trading higher. Bank- 
America rose $2i to $73ft. 


The new bid by Hilton 
Hotels for ITT sent shares in 
both companies modestly 
higher. ITT gained $ltf to 
$76% and Hilton $£ at $31%. 
Shares in rival bidder Star- 
wood Lodging fell $1% to 
S58A. 

Trailing the performance 
of the Dow blue chips, hut 
still gaining strongly, were 
computer-related stocks. The 
Pacific Stock Exchange's 
technology index gained 
nearly 3 per cent to 310.09. 

Internet company ETrade 
rose $1% at $32% as the 
group announced a new 
mutual fund service. Com- 
puter networking shar es did 
exceptionally well with 
3Com surging more than 6 
per cent or $2fi to $44 on the 

arm n unremen t of an alKawftg 

with Motorola and cithers for 
a new paging product 

TORONTO pushed ahead 
strongly in early trading 
with an active hanking sec- 
tor leading the way. The 300 
composite index was 91.34 
higher at 6,933.70 at noon. 

Banks were a strong mar- 
ket from the opening bell 
with Royal Bank of Canada 
ending the morning session 
with a gain of 85 emits to 
C$76.20 and Bank of Mon- 
treal putting on C$2.00 to 
C$62.85. Toronto-Dominion 
Bank climbed C$1.60 to 
C$53J£, 

Elsewhere among leaders, 
BCE rose 95 cents to C$«L20, 
Alcan Aluminium 75 cents to 
C$40.75 and Seagram 40 
cents to C$48.00. Acquisition 
news lifted telecoms equip- 
ment group Northern Tele- 
com by C$2.65 to C$128.85. 

In golds, Barrick added 55 
cents to C$29.40 and Placer 
Dome improved 40 cents to 
C$2225. 


Bourses notched up solid 
gains, bouncing off the turn- 
round in Asia in the morn- 
ing and taking further heart 
Cram the strong dollar and 
the early surge on Wall 
Street. 

PARIS had a volatile ses- 
sion, comfortably breaking 
above the 2,800 level at one 
stage on the CAC 40 index 
only to slip back to 2,78796 
at the close, a gain of 48.66. 
Volume was modest at l2J5m 
shares. 

French car sales figures 
for October sent the sector 
spinning in both directions 
with Renault reacting to a 21 
per cent slide in new vehicle 
volumes with a FFr3.00 
decline to FFr157.5, a rare 
faller among CAC compo- 
nents. Peugeot, in contrast 
gained FFr19.00 to FFr672 
and Michehn added FFr1230 
at FFr3082. 

Usinor put on FFr150 to 
FFr97.00 on news of addi- 
tional investment in a Span- 
- ish joint venture. Financials 

Renault ; > • - 
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Sao Paulo leads the way 


SAO PAULO led the Latin 
American bourses higher as 
stocks surged 7.1 per cent in 
the morning session. Dealers 
reported investors actively 
buying as last week's cur- 
rency fears eased, helped by 
a strong opening on Wall 
Street. 

The mood was also helped 
by reports that a central 
bonk director had hinted at 
possible interest rate cuts In 
the first quarter of next 
year. The Bovespa index 
rose 640 to 9,627. 

Telecommunications bell- 
wether Telebras was a 


strong feature, rising R$551 
to RSI 03 .50. 

MEXICO CITY also rose, 
but less exuberantly than Its 
neighbours. 

By noon, the IPC index 
Stood at 4,767.05. up- 11921 or 
2.6 per cent Dealers said the 
market was expected to con- 
tinue tracking Wall Street 
closely. 

BUENOS AIRES continued 
Friday’s recovery, cheered 
by rises In Hong Kong and 
neighbouring Brazil. At the 
end of the morning session, 
the Merval index was 20.12 
higher at 68026. 


were mixed after the big 
French banks lifted base 
rates. BNP rose FFr8.00 to 
FFr263. Deutsche Morgan 
Grenfell upgraded Axa-UAP 
to "overweight” and the 
shares rose FFr5.60 to 
FFr400.6 against the broker's 
target price of FFr480. 

FRANKFURT had a posi- 
tive day In dull volume with 
the Ibis-indicated DAX index 
dosing up 94.07 at 3947.73. 

Two corporate stories 
dominated the day. First, 
there was further confirma- 
tion that the alliance 
between Krupp and Thyssen 
may go ahead as the two 
companies announced they 
were consulting with the 
finance ministry of North 
Rhine and Westphalia about 
the implications of a merger. 
Krupp closed up DM19.7 at 
DM350.5 and Thyssen up 
DM30 at DM410.5. Both 
shares had their most active 
trading day of the year. 

The other story was the 
announcement of Volkswa- 
gen's nine-month results. 
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which were broadly In line 
with analysts' expectations. 
Profits rose 13 per cent to 
DM84bn and the VW share 
price added DM49.00 at 
DM1,068. 

AMSTERDAM made 
steady progress on thin vol- 
ume, supported by the 
firmer dollar. The AEX 
index ended 2320 higher at 
882.77. 

KLM rose FI 320 or 4.7 per 
cent to FI 68.90 ahead of 
today's six-months results 
statement, with the airline 
widely expected to turn in 
strong numbers. Among dol- 
lar-sensltive shares, Royal 
Dutch added FI 3.80 to 
FI 106.50 in advance of 
Thursday's third-quarter 
earnings. Retailer Ahold, 
which has big US-based 
operations, jumped FI 220 to 
FI 5190, 

Nedlloyd made heavy 
weather of the upturn, 
adding 30 cents to FI 58.00 
following a move from “buy" 
to “sell” at ING Barings. 

ZURICH added 114.4 to 
5581.6 on the SMI index. Bal- 
oise gained SFrl05 to 
SFr2,625 as merger rumours 
resurfaced around the insur- 
ance group. CS Group, seen 
as a strong contender to buy 
UK broker BZW, added 
SFTI025 to SFi-2075. 

MILAN was lifted by news 
that the government had 
reached a long-awaited 
accord with the unions over 
pensions reform. Investors 
hailed the accord as another 
step towards joining the sin- 
gle currency and the green 
light for early interest rate 
cuts. The Mibtel index rose 
325 to 15,089. 

October's public borrow- 
ing figures added to the 
cheer, with analysts saying 
that Italy was firmly on 
course to meet the Maas- 
tricht deficit criterion. 

Nearly 1 per cent of the 
market's rise was attributed 
to oil giant Eni, which rose 
L376 or 39 per cent to L9.94S, 
recouping Last week’s losses 
amid an upsurge of positive 
sentiment 

Among stocks battered in 


Asia rallies on currency hopes 


ASIA PACIFIC 


Asian markets rallied 
strongly yesterday after 
Indonesia's $37 bn rescue 
package appeared to stabi- 
lise currencies and throw 
the region a much needed 
lifeline. Singapore and Mal- 
aysia both rose more than 7 
per cent. 

HONG KONG made signifi- 
cant gains for the second 
session running, with the 
Hang Seng index adding 
631.33 at 11.255.11 for a 
two-day advance of 85 per 
cent 

Index heavyweight HSBC 
jumped HKJ10.50 to 
HK$ 185.50 and Sung Hung 
Kal gained HK$3.50 to 
HKS60.50. Rede hips contin- 
ued to power forward. The 
China Affiliated Corpora- 
tions index rose 12.7 per cent 
to extend its rally to 22 per 
cent in two days. Newcomer 
China Telecom rose HKS1.60 
to HK$13-95. 

TAIPEI rose 332.95 or 4.6 
per cent to 7,64655 on the 
weighted index after strong 
buying of the electronics sec- 
tor, which rallied 6.4 per 
cent 

Brokers said bargains 
were most in evidence in 
electronics where share 


prices had broadly halved 
over the past two months. 
Microchip giants Taiwan 
Semiconductor and United 
Microelectronics both fin- 
ished limit up, the former 
gaining T$650 to TS104 and 
United surging T$4 to TS66. 

"Hong Kong's 8.5 per cent 
rebound in two sessions has 
done wonders for our senti- 
ment. The near-term resis- 
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tance level now looks to be 
around 8,000,” said one 
dealer. 

SINGAPORE was pulled 
higher by heavy demand for 
property shares, and at the 
close the Straits Times index 
was up 11758 or 7.4 per cent 
at 1,70395. The property sec- 
tor index jumped 8.7 per 
cent, with Bukit Sembawang 
surging S$1.60 to S$I3.60. 


City Developments gained 70 
cents to S$750 in more than 
3m shares traded. 

KUALA LUMPUR gained 
52.03 or 7.8 per cent to 716.72 
with the composite index 
ending at a high for the ses- 
sion. A better day for the 
ringgit helped spark bargain 
hunting. Sime Darby rose 35 
cents to MS5.15. 

The upturn helped Globe- 
tronics Technology and Ken- 
mark Industrial make strong 
debuts. Globetronlcs ended 
at MS450 against a flotation 
price of M$3.8, while Ken- 
mark closed at M$4.50 
against M$4.00. 

JAKARTA had a mixed 
session to close with the 
composite index up just 129 
at 501.71 after touching a 
high for the session of 514.72. 
The rupiah rose strongly on 
the foreign exchanges, but 
the share market failed to 
totally shake off its recent 
pessimism. There was said 
to be heavy profit-taking late 
in the day. 

BANGKOK traded fairly 
narrowly as political uncer- 
tainty kept sentiment in 
check. Banks were busy, 
with the sector rising 22 per 
cent, but the overall market 
ended little changed. The 
SET index dosed 0.05 higher 


at 447.44. Market gOGSip cen- 
tred on a change of govern- 
ment amid rumours of top 
level political resignations. 
TV operator BEC World was 
the day’s most active stock, 
adding Btl6 at Bt222. 

SYDNEY closed sharply 
higher aa investors sought 
out higher yielding stocks. 
The All Ordinaries index 
gained 39.0 or 1.6 per cent at 
2503-8, its high for the ses- 
sion. Golds apart, the market 
ran ahead strongly. 

Banks were helped by talk 
of share buy-backs following 
Westpac’s plans to repur- 
chase a further 85m shares. 
Westpac jumped 27 cents to 
A$8-55- Commonwealth 
added SO cents at A$17.15 
and NAB, which reports 
annual results on Thursday, 
improved 54 cents to A$1999. 
Westpac rose 27 cents to 
A$855. 

Among golds, Normandy 
fell 8 cents to A$1.54 and 
Newcrest 21 cents to A$259. 

WELLINGTON saw a 30 
cents rise to NZ$8.08 in NZ 
Telecom on foreign buying 
and the 40 capital Index 
gained 3458 to 259020, hav- 
ing traded in a range 
between 2548 and 2,406. 

Tokyo was closed for a 
national holiday 
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last week's turmoil, Pirelli 
made a strong recovery, ris- 
ing LL38 to L4.446. However, 
Fiat, another of last week’s 
losers, foiled to build on an 
early rally and ended LI2 
down at L5559 as investors 
continued to fret about a 
Latin American sales slump. 

The bourse's new mid-cap 
Midex index, launched yes- 
terday, made a strong debut 
rising 2.1 per cent Dealers 
reported heavy trading in 
Midex constituents -after the 
market opened. SAI was a 
beneficiary, rising L794 to 
L17490. 

MADRID finished a ner- 
vous day’s trading with a 
burst of profit- taking . Deal- 
ers said the market was still 
unnerved by last week’s vol- 
atility, and the general index 
edged 552 higher to 566.46. 


This was in spite of Leh- 
man Brothers raising its 
weighting for the Spanish 
market from 2 per cent to 6 
per cent, citing recent under- 
performance. “In recent 
days, value has emerged 
because of concerns about 
Latin America and Brazil 
which we think are unwar- 
ranted,” said Ian Scott, Span- 
ish market strategist. 

Banks hit in last week’s 
turmoil staged a rally, with 
Banco Bilbao Vizcaya up 
PtaflO to Pta397D and Aigen- 
taria up Pta270 at Pta855Q. 
Hotel group Sol Melia, which 
was also caught up In last 
week’s sell-off because of its 
Latin American interests, 
rose Pta250 to Pta4,645. 

Written and edfed fay Jeffrey 
Brown, Jonathan Ford and 
Steve Com. 


SOUTH AFRICA 

Shares in Johannesburg 
moved ahead strongly amid 
strong institutional buying 
and what tankers described 
as significant upward pres- 
sure from the futures mar- 
ket. The all-share index 
aided 1409 or 2.1 per cent 
higher at 6,730.0. 

Industrials gained 156.6 to 
8587.0 and the golds index 
put on 1.7 per cent to 678. 
Among leading stocks, 
Anglo American rose Rio or 
4 per cent to R218. 


EMERGING MARKET FOCUS 


Taiwan’s techs 
confound hopes 


When Asian currencies 
started falling like nine- 
pins, dragging stock mar- 
kets down with them, 
investors looked to export- 
ers for protection. 

Palm oil producers and 
rubber plantations were 
among the Industries back 
In fashion. And briefly, it 
seemed the electronics sec- 
tor - an important stock 
market component in 
Taiwan and South Korea - 
might follow suit. 

Recent sharp falls in the 
value of Taiwanese elec- 
tronics stocks seem to have 
confounded that hope. 
Since peaking in August, 
Taipei’s electronics sub- 
index has dropped by about 
44 per cent By the end of 
last week, most technology 
shares were trading on 
lower price-earnings ratios 
than the overall market 
Taiwan’s trend has been 
matched elsewhere. In 
South Korea, electronics 
shares are down 43 per cent 
over the same period. Jar- 
dine Fleming’s $55m Pacific 
Technology Trust, 
launched In September, 
stands at a 13 per cent dis- 
count to net assets. 

Part of the problem Is the 
liquidity squeeze afflicting 
Asian markets. When mar- 
kets fall suddenly, larger 
liquid stocks, which 
Include many technology 
shares, are singled out for 
selling. But it would be 
wrong to see the falls as 
simply the result of broad 
market movements. 

Overhanging Asia’s tech- 
nology sector are questions 
about the region’s future. 
How will Asia’s expected 
recession affect growth in 
the personal computer mar- 
ket? Will companies bur- 
dened by foreign currency 
debt simply go for volume 
to generate cashflow, dis- 
rupting the balance of sup- 
ply and demand in the 
memory chip industry? 

To date, most of the 
answers have been nega- 
tive. Last week, US stock 
broker Smith Barney 
became the latest to 
express concern about the 
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chip market, warning that 
slower growth In Asia 
would probably cut the 
worldwide sales growth of 
personal computers from 17 
per cent to 15 per cent next 
year, exacerbating exis ti n g 
overcapacity problems. 

Other analysts, such as 
Charles Brock at Foreign & 
Colonial, believe heavily 
indebted Korean chip- 
makers will crank up 
capacity to service dollar- 
denominated debts, thus 
delaying a recovery in the 
memory chip market 

These concerns are 
matched by structural wor- 
ries about the Asian tech- 
nology sector, its lack of 
proprietary technology, and 
its dependence on high vol- 
ume contract manufactur- 
ing for which its rising cost 
base makes it ill-suited. 

One problem is a lack of 
diversity. The Korean high- 
tech sector is focused on 
the manufacture of mem- 
ory chips, and although 
Taiwan has more strings to 
its bow, personal computer 
hardware remains the core 
of its technology industry. 

Taiwan's advantage is 
that most of its high-tech 
companies are ungeared, 
unlike Korea, where SBC 
Warburg estimated that the 
sector’s borrowings were 
equivalent to three times 
the value of its equity. 

Balance sheets have 
become the key issue for 
investors in Asia. 

Jonathan Ford 
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For the first six months of 1 997. the AXA-UAP Group's 
pre-tax earnings totaled FRF 1 2.52 billion, for net 
income, group share of FRF 4.24 bilfion. 

Net earnings per share reached FRF 1 3.24. up 22.4%. 
Fully diluted net earnings per share, i.e. reflecting both 
notes convertible and redeemable in shares and 
warrants, amounted to FRF 12.21, up 26.8% versus 
the first six months of 1 996. 

AXA-UAP: Total Consolidated Revenues 
through June 30, 1 997. Breakdown by activity 
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Total: FRF 1 85.3 bifllon 

Consolidated net income, group share 
Breakdown by activity 

{in mrttorfi of Fiench rrancsl 




AXA SA* 

AXA-UAP 

Business 

30/06/96 

30/06/97 

Life Assurance 

Property 

563 

2 062 

and Casualty Insurance 

551 

? 532 

Reinsurance 

221 

393 

Financial Services 

618 

1 133 

HoJdinqs 

24 

-877 


Total 


1 977 


4 243 


* the comparison with 1 996 pro forma resufts Is immaterial fn 
light of changes In the scope of consofidation relative to the 
A»UJAP merger 


■ Net income, group share in the first half of 
1997 is satisfying for a number of reasons: 

-with a contribution of FRF 891 miBion. Frsich property 
and casually insurance operations were highly profitable 

-the FRF 761 million contribution from life assurance 
activities 6i the.United Kingdom 


- our highly profitable businesses In the United States 
in general, reflected in the life insurance contribution 
of FRF 496 million and the investment banking and 
financial services contribution of FRF 598 million 
(excluding non-recurring items) 

- the reinsurance contribution of FRF 393 million 

- finally, property and casually operations in the United 
Kingdom, Germany and Belgium, as well as life 
insurance activities in Belgium and the Netherlands, 
whose contributions are highly satisfactory (FRF 197 
million, FRF T78 million. FRF 156 million. FRF 177 
mifllon and FRF 1 22 million, respectively}. 

■ Negative contributions to net income. 

At (he holcfing company level, the negative contribution 
can be explained by the decision not to capitalize the 
deferred tax debit relative to the negative financial 
position of the French tax group'at June 30, 1997. This 
position is expected to have been reversed by the end 
of the fiscal year. 

As for losses posted in Japan (FRF 64 million) and by 
the direct selling subsidiaries (FRF 1 86 million), they are 
In line with our strategic development plans for these 
companies, which will make a positive contribution to 
future earnings. 

■ Non-recurring Hems which had an impact on 
interim results (positive contribution of FRF 469 
million) 

- extraordinary capital gains on the disposal of 
sj) subsidiaries 

■ impact of the lower corporate income tax rate in 
the United Kingdom 

© ■ impact of the increased corporate income tax 
rate on companies operating in France 

■ The Outlook 

Barring the occurrence of significant negative events, 
the Increase in earnings per share in 1997 is expected 
to be in line with the average annual diluted earnings 
per share growth target of 15% for the 1996-2000 
penod that was announced when AXA and UAP 
combined. 



INTERNET : http://www.axa.com 
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